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BOOKS... 


FOR THE BUSINESS MAN 








FORTUNE'S BEFORE 
you! 
Charles J. Collins $2.00 


Here is today’s plan for investing! It is a 
plan that will enable you to reap the benefits 
of increasing better times and so lay the 
foundations of a substantial fortune, whether 
you have a few hundred dollars or a few 
millions. A book that can be read in a 
couple of hours, FORTUNE’S BEFORE 
YOU! contains a great deal of terse and 
valuable comment that should not be over- 
looked. 


Here are some of the chapter titles: How 
Should Various Investments Act ?—The Ideal 
Way of Making a Fortune—On These Three 
Laws Hang All the Profits—Bonds to Pre- 
vent Backsliding—Common Stocks to Move 
Ahead—Getting Acquainted With the Bull 
Market Leaders—Would War in Europe 
Stop the Recovery?—What About Inflation? 
—Investing $100,000 More or Less. The 
general principles outlined are the product 


~ of many years of observation of the economic 


processes and they have been applied success- 
fully by many investors who are making a 
great deal of money. 





HOW TO WIN FRIENDS 
AND INFLUENCE PEOPLE 


Dale Carnegie $2.00 


The author, founder of the Dale Carnegie 
Institute of Effective Speaking and Human 
Relations, has trained more than 15,000 busi- 
ness and professional men, including some 
of the most famous in the nation. From his 
unique experience comes this fascinating 
handbook on the problem of getting along 
with people. 


You will find every line of HOW TO WIN 
FRIENDS AND INFLUENCE PEOPLE 
packed with practical down-to-earth psychol- 
ogy. You will be told, in Dale Carnegie’s 
staccato-like style, six ways to make people 
like you—twelve ways to win people to your 
way of thinking. You will be given ex- 
amples of letters that produced miraculous 
results—not to mention seven rules for mak- 
ing your home life happier. This is a book 
that you owe yourself to read, and once read, 
one that you will want to own for ready 
reference. 
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UNITED STATES 
MASTER TAX GUIDE 


FOR 1937 $1.00 


Based on the Revenue Act of 1936, and the | 


rules and regulations effective during the 
coming year, this booklet covers every type 
of tax levied by the Federal Government. 


Following a Tax Calendar, which enables the 
reader to find quickly any given rate and the 
dates on which the different taxes are due, 
the text goes on to enumerate the regulations 
covering incomes, corporations, holding com- 


panies, estates and trusts, installment sales, | 


stock bonuses, sale of stocks and securities, 
dividends, and 
compensations, etc. Of particular interest 
will be the paragraphs on Tax Avoidance 
versus Tax Evasion and chapters on_pro- 
cedure, assessment and limitations. 


reorganizations, pensions 


The complexities of the Federal Tax pro- 
gram make this handbook a virtual necessity 
in filing either an individual or a corporate 


THE ULTIMATE 
POWER 


Morris L. Ernst $3.00 


If you want to know what’s behind the cur- 
rent fight on the Supreme Court and the 
Constitution, you must read this book. It 
is neither an attack on the personalities of 
the present justices, nor a mere review of 
constitutional history. It is, rather, a_bril- 
liant, readable indictment of the fact that for 


nearly 150 years the Supreme Court has 
been allowed full play with the provisions 
of an imperfect document. There must be 
some changes made, the author says, for 
democracy in a complex society such as ours 
can persist only if the ultimate power of 
government flows without hindrance from 
the people to their elected responsive officials. 
The frustration of congressional action by 
judicial interpretation requires Congress to 
choose between surrender and _ leadership. 
This discussion of one of the most important 
issues of the present day should be studied 
by everyone. 


JOHN L. LEWIS, 
LEADER OF LABOR 
Cecil Carnes $2.50 


There is every indication that the story of 
John L. Lewis, President of the Committee 
for Industrial Organization, is one of the 
year’s outstanding biographies. 

The life of Lewis is rich material for biogra- 
phy. A fighting labor leader, he has never 
been cowed in combat—win, lose or draw. 
Blessed with physical strength, an orator’s 
voice, a brilliant mind, and the courage and 
willingness to trade blows with anyone any- 
where, Lewis will appear to the readers of 
this book as either an unscrupulous villain 
or a great hero,—a great leader or another 
racketeer. His biography is a vital back- 
ground for the information of friend and foe 
alike, for the author has allowed the reader 
to form his own opinion of this fighting 
Sampson. siteer ° 
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Time Tried 
A\nd F ire [ ested 


It takes time to develop an 
insurance company to a posi- 
tion of leadership. It takes 
time to mold the character of 
a corporation. It takes cour- 
age on the part of manage- 
ment to hew to the line in the 
face of constantly occurring 
conflagrations, windstorms 
and other catastrophes. it 
takes thrift and careful man- 
agement to store up reserves 
that are instantly available. 
Truly an insurance company has to be 
Time, Tried and Fire Tested before it 
proves its strength. Stock company 
fire insurance has been tested repeat- 
edly. This company has been tried in 
one catastrophe after another. Today 
there is no insurance organization iv 
America stronger than 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capital, - - - - $6,000,000.00 


Surplus to Policyholders, $44,182,317.01 























For Greater Safety 
in Selecting Stocks 


send for FREE copy of 


“ENGINEER BRIDGES 
WALL STREET” 


Read how an experienced financial coun- 
selor grades 1260 corporations listed on 
New York stock exchanges, by means of 


A New Yardstick for Security Values 


Find out how this new and remarkable 
scale, graded over 1450 numbers, enables 
the busy person to determine quickly and 
with greater accuracy than heretofore 
What Companies Offer 

the Best Speculative Opportunities 
Send today for your free copy of the book, 
“Engineer Bridges Wall Street’ —and, for 
the sake of your financial future, read it 
from cover to cover! It will take you only 
a few minutes, but they may well be the 
most profitable you ever spent. Address 
letter or post-card to 


LORENZ INVESTOR'S DIGEST 
Dept. B-131 
1440 Washington Ave., Scranton, Pa. 
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With Th\e Editors 





As the Annual feports Come In 


Tunis is annual report time, when 
most corporations are mailing to 
stockholders a balance sheet, income 
statement and a more or less com- 
plete account of stewardship. In 
the majority the information is ade- 
quate, so the investor will have only 
himself or herself to blame if signi- 
ficant changes are overlooked. In- 
ventories are stated. How much is 
the item up? How does the com- 
pany value inventory? Did inven- 
tory “profits” — misleading term 
contribute to earnings? 

How does the cash position size 
up, as compared with a year ago? 
Is working capital adequate, now 
that capital needs are expanding 
ind taxation is forcing distribution 
of the major portion of earnings? If 
not, watch out for financing and con- 
sider how it would affect your 
equity. Was any portion of reported 
profit of a non-recurring nature, 
such, for example, as a sale of capi- 


tal assets? Is depreciation rate un- 


changed? These and many other 
questions should be examined with 
some care. 

As was to be expected, the great 
majority of reports show large gains 
during 1936, but whether reports 
are favorable or not you now have a 
chance to check back and see how 
“informed” were some of the tips 
you got months ago. You will find 
something of interest or curiosity in 
the report of almost every large com- 
pany. For instance, we have be- 
fore us the inexcusably skimpy 
statement of the great F. W. Wool- 
worth Co.. showing $3.35 per share 
against $3.20 the vear before. Sev- 
eral months ago the tip was “above 
$4”—circulating at a time when, as 
SEC reports later revealed, a cer- 
tain director was liquidating a big 
block of the stock. 

Against this, the du Pont report. 
admirably complete, as usual; earn- 
ings excellent: dollar sales 7 per cent 
above 1929: physical volume 50. per 


cent above that of 1929. Commer- 
cial Credit and Commercial Invest- 
ment Trust, with record high profits. 
Consumers are doing plenty of in- 
stallment buying. How will firming 
interest rates affect these middle- 
men of credit? Interest rates are 
firming, vou know. Our Mr. Wel- 
don has a special article on that sub- 
ject beginning on page 542. 

And how steel earnings have come 
back! They ought to be still better 
this year, as the prospect is sized up 
on page 546 by B. E. V. Luty, vet- 
eran steel observer. And _ what’s 
this? Deere & Company’s report 
with the provocative observation 
that fat profit of $11,601,306 is “not 
represented in cash but by notes and 
accounts receivable, due from farm- 
ers and dealers.” Nevertheless, old 
Deere, vou'll have to pay it out some 
way or other to make your peace 
with the tax collector! There are 
many more—pleasing, displeasing, 
but in each case interesting. 





IN THE NEXT 


ISSUE 


An Investment Program Suited to Today's Conditions 


BY J. C. CLIFFORD 





The Good and Bad in Low Price Stocks 


BY STEPHEN L. TOWNSEND 
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WHAT 
IS A WATT?" 








WESTINGHOUSE ELECTRIC & MANUFACTURING 





COMPANY * EAST PITTSBURGH, PENNSYLVANIA 









A unit of measure...a ray of sunshine... the muscles of a tireless servant 


...@ morning newspaper at your door. A watt is all of these and more. 


ingrained Bill Craig 
is no philosopher, so he’ll 


< 


probably give Johnny the “‘unit of 


measure”’ 
that. A watt is a unit of electrical 


energy...the pressure in volts 


answer and let it go at 


times the amount of current in 

amperes. It is a pretty small unit, so 

we usually talk about “‘kilowatts,” 

a term that simply means “1,000 
> 


watts.’ 
Thus, if you burn a 100-watt 


@) Westinghouse 
Tie rome Tal meer’ 





lamp for 10 hours, you have used 
one kilowatt-hour of electricity. 
The watts you buy are the rays 
of manufactured sunshine radiated 
from that lamp. They are the 
“‘muscles”’ that energize the motors 
of your household servants—refrig- 
erators, washing machines, vacuum 
cleaners, fans. They furnish clean, 
even heat fo: cooking and ironing. 

These units of electrical energy 
must be manufactured and deliv- 


ered, like your morning newspaper. 
Great generating stations... miles 
of transmission lines... intricate 
systems of distribution and control 
. .. are required to put them at your 
command. Working closely with 
the electric power industry, West- 
inghouse has developed and built 
such equipment for fifty years. Con- 
stant improvement in its efficiency 
is putting more watts to work each 
year, at less unit cost to consumers. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





REO! 
purp 
Justi 
heart 
judic 
Let 
the h 
serva 
time- 
nor vu 

Soc 
cycle: 
follow 
Amer 
tion « 
ness? 
enhat 
incire 
There 
First, 
an al 
the ] 
Const 
such ; 
of bo 
fourtl 
and i 


ress—_ 


Bus! 








i 


FEBR 











- 
4 
ee 





‘ 


ET 





THE MAGAZINE OF WALL STREET 


—. Kennetu Burcer, Managing Editor : C. 


G. Wyckorr, Publisher 





Turopore M. KNapren, Laurence Stern, Associate Editors 


Sv¥ QVOUwg, 


o 
z 


oo 
5 


The Trend of Events 


REORGANIZING THE COURT... The President’s 
purpose of appointing to the Supreme Court six new 
Justices attuned to his own liberal philosophy—the 
heart of the proposed reorganization of the Federal 
judiciary—has unleashed a flood of emotional debate. 
Let us not add to it. It will not be the first time that 
the high court’s balance between “liberalism” and “con- 
servatism” has been changed, nor probably the last 
and such change will neither wreck the country 





time 
nor usher in Utopia. 

Social and political “reform” and “reaction” run in 
cycles, and human progress in the long life of a nation 
follows a 
America has been in a ciusading phase since the elec- 
tion of 1932. Is it reaching the point of over-zealous- 
Perhaps. Mr. Roosevelt has chosen to seek 
enhanced power for Congress and the White House by 
indirection rather than Constitutional Amendment. 
There are two reasons underlying this choice of method. 
First, it would be almost impossible for anyone to draft 
an amendment which would provide in specific terms 
the powers sought without virtually destroying our 
Constitutional system of checks and balances. Second, 
such an amendment would require assent of two-thirds 
of both Houses of Congress and ratification by three- 
fourths of the States. Adoption would be problematical 
and in any event require a considerable time. 


zig-zag course—two steps up and one back. 


ness? 


The New Deal is impatient of time—perhaps too im- 
patient. The wise men who wrote our admirable Con- 
stitution deliberately made amendment difficult because 
they saw the danger of impulsive and unwise political 
action by transient majorities. It cannot be denied that 
a considerable portion of New Deal legislation has been 
hasty, impulsive and inadequately debated. For ex- 
ample, in sixteen New Deal issues, Justice Brandeis was 
against the Government in six, for it in ten; Justice 
Cardozo against it in five, for it in eleven. It would be 
hard to find distinguished and honorable men more 
liberal than these two. The opinions of Chief Justice 
Hughes and Justice Stone—middle-of-the-roaders in 
legal philosophy—have been almost evenly balanced 
for and against the Government. In the decision that 
rankled the President most—that on the N R A—the 
Court was unanimous. 

Yet for good or ill in this short interlude in the life 
of America we are moving away from a Supreme Court 
veto power and toward a dominant Congress and Chief 
Executive. The opposition Party in Congress has been 
virtually wiped out. The majority Party has become 
little more than a rubber stamp for the White House. 

Fortunately, it does not by any means follow that the 
Supreme Court will also become a rubber stamp. Its 
popular prestige is such that no President would think 
of appointing other than honorable and able Justices. 
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Such appointments must be confirmed by the Senate. 
Even Senators favoring “reorganization” of the Court 
will zealously guard its human composition. Finally, 
to any lawyer, the Supreme Court is the highest ped- 
estal of the legal profession. Justices are appointed for 
life and can be removed only by impeachment for 
proven cause. With intellectual integrity thus safe- 
guarded, they are free to agree or disagree with the 
political philosophy of the President who appointed 
them. Whether they agree or disagree, the motive will 
remain above question. 


THE CAPITAL GAINS TAX. .. In point of interest to 
investors and in stock market significance, one of the 
landmark events of 1937 is likely to be revision of the 
‘apital gains tax at the present session of Congress. For 
some time Treasury experts have been making studies, 
with a view to replacement of the existing system. The 
probability that extensive changes will be made has been 
increased by the recent appointment of Prof. Roswell 
Magill as under-secretary of the Treasury. He is ex- 
pected to be a leading figure in Administration tax 
councils and is known to be a vigorous critic of the pres- 
ent capital gains tax. 

It is beyond dispute that the Government's revenues 
from this tax are relatively small. For example, total 
capital gains reported in all income tax returns filed 
last year up to August 31 were only a trifle more than 
$500,000,000 and 60 per cent of this was reported by 
individuals with incomes under $25,000 and_ therefore 
subject to relatively moderate rates. It is also beyond 
dispute that this tax has introduced an artificial element 
into the stock market, since it tends to restrict profit- 
taking by large investors. Its retention by an <Ad- 
ministration which has expressed considerable concern 
over the possibility of a dangerous boom would be an 
anomoly. 

Prof. Magill favors giving investors the option of 
applying appreciation or depreciation of securities to 
their income tax returns, whether such profits or losses 
have actually been taken or remain “on paper.” Once 
the taxpayer availed himself of this option, he could 
not revert to the existing system. We doubt that such 
a change would induce much profit-taking, for in a bull 
market profits on the average far outweigh losses. The 
only revision that will significantly change the picture 
is a lowering of the tax rate on capital gains, especially 
in the higher brackets. This would more likely increase 
the Government's total “take” than lower it. 


POWER WAR CONTINUES... Prospects for peace 
between the Roosevelt Administration and the electric 
utility industry grow dimmer. The Administration, 
after mitiating negotiations looking to pooling of power 
operations in the T V A area, has abandoned this proj- 
ect. Efforts to agree on extension of contracts for 
purchase of TVA power by subsidiaries of the Com- 
monwealth & Southern system have broken down. 


Meanwhile political supporters of the Administration 
have grown increasingly vigorous in their expressions 
of anti-utility sentiment. 

For obvious reasons, the prevailing belief is that the 
recommendations of the Ickes Committee, soon to be 
made public, will call for continuance of the present 
New Deal power policy—that is, a combination of dras- 
tic regulation with direct Federal competition in re- 
gions adjacent to Federal hydro-electric sites. Appar- 
ently the utilities in direct line of fire can only look to 
the courts for protection, and whether they will get it 
there will become increasingly problematical if the 
“reorganization” of the Federal judiciary system re- 
quested of Congress by the President is put through. 


THE CROP PROSPECT... . Published statements of 
Secretary of Agriculture Wallace suggest that the Gov- 
ernment has turned away from the idea of controlling 
farm production. The aim of the Soil Conservation 
program, says Mr. Wallace, is “to provide for abundant 
production up to the point of avoiding soil waste.” Our 
recent drought experiences, elimination of farm sur- 
pluses and a_ better-than-even possibility of another 
drought in the “Dust Bowl” areas this summer—as indi- 
cated by continuing deficiency of sub-soil moisture and 
lack of adequate winter precipitation—all have com- 
bined to make Federal crop control a much less alluring 
venture. 

Instead, it appears likely that our perennial farm 
problem will be tackled next with crop insurance to 
nitigate natural disasters and with Mr. Wallace's ever- 
normal granary plan to take care of surpluses. The 
farmers will need no urging to produce abundantly. 
Present improved prices beckon them to get busy 
Given decent weather, maybe the consumer will get a 
break on food costs before the vear is out. 





EXAMPLE WORTH FOLLOWING .... In the early 
months of New Deal reflation the managed credit pol- 
icy of liberal Sweden was often cited as an example 
worth following. Sweden expanded the nation’s bank 
deposits by deficit financing, but now that economic 
conditions have greatly improved the policy has been 
reversed. The budget has been balanced and_ surplus 
revenues have been applied to reduction of the national 
debt, thus cancelling some of the inflation of bank 
deposits. 

Our Government, of course. contemplates a similar 
policy—ultimately. The danger lies in the time ele- 
ment. Now is the time to begin paring down the Fed- 
eral debt. If a long period of years is to be required 
for any substantial reduction, the next need for expan- 
sion very likely will catch us with a high level of debt 
and thus present even greater inflationary risks than 
inhere in the present situation. As yet we know too 
little about “managed economy” to be assured there 
will never be another serious depression. 

Monday. February 8, 1937. 
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BY CHARLES BENEDICT 


PROFIT SHARING WITH LABOR 


Wren the goal of improving the lot of all workers, and 
especially of the low-income groups, no intelligent per- 
son can quarrel, It is in the national interest and there- 
fore in the longer interest of business men and investors. 
The problem is one of method. What can and should 
the Government do? What can and should industry do? 

The establishment of minimum wages and maximum 
hours im industry would be a_ valid social reform 
for the definite purpose of bettering the economic lot 
of that minority of lowest paid workers who are in 
sweatshop trades. On the other hand it must not be 
forgotten that the present national average of weekly 
hours in all manufacturing industry is about 40 as com- 
pared with 49 in 1929 and this reduction of work hours 
in seven years is more than the reduction in the entire 
preceding generation. Hence I can understand the belief 
that there is a danger in a too-rapid further reduction 
that would limit production by excessive raising of 
manufacturing costs, hence higher prices. Having to 
pay more for the products it consumes, labor would gain 
no advantage. A maximum 40- 
hour week would clean out sweat- 
shop conditions and do general in- 
dustry no harm. Possibly a 38-39- 
hour week could be endured with- 
out danger, but nothing lower un- 
til, and if, productive efficiency of 
machines is much higher than it 1s 
today. 


*heavenweletasweasee 


The oojective of reasonable mini- 
mum wages is sound, but the diffi- 
culty will be that no single national 
standard is feasible unless it allows 
for various differentials by trade 
and by locality. 

In any event, the policy of in- 
dustry should be to increase the 
income of its workers in all in- 
stances where it is possible. Al- 
though taking into account depres- 
sion losses which drew down re- 
serves, it seems obvious that the 
number of companies now in a 
position substantially to increase 
wage payments is too small to 
bring about more than a minor 
improvement in the general stand- 
ard of living for workers. 


Pictures, Inc. 
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And yet there is a way in which business can accom- 
plish this purpose, and still be on firm ground from an 
economic standpoint—further amicable relations —be- 
tween employer and worker — minimize strikes — and 
even protect the profits of the investor, large and 
small. This is by establishing a definite plan of profit 
sharing for labor that would be fair to all concerned. 

Under such a plan the workers in an enterprise would 
be on a basis directly comparable to the stockholders 
who are the owners. The stockholder would receive. 
as he does, a nominal dividend which is supplemented 
by extras as profits warrant or as the undistributed 
profits tax may dictate. By the same token the worker 
would also be receiving nominal wage plus a just profit 
sharing dividend with the stockholder. 

Such a plan has many advantages. 
that is the emplover, does not at any time have his over- 
head maintained at a high level when business falls off. 
As a consequence he is not forced to make adjustments 
(Please turn to page 589) 


The company. 


in wage rates which may 





"The policy of industry should be to increase the income of its workers 


wherever possible" 
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What’s Ahead for the Market? 


BY A. T. MILLER 


Be the face of an unsettled and threatening labor situa- 
tion, which is unlikely to be fully clarified in the near 
future even in the event the immediate difficulties of 
General Motors are surmounted, the stock market con- 
tinues to show much more strength than weakness. 
Selective demand for numerous industrial equities has 
been sufficient to lift the general “average” to a new 
recovery high—with but moderate help from the rail 
group, which at this writing is about 
3 points under the high of last October, 
but rallying, and with no help from the 
utilities, which have again lapsed into 
a speculative coma reflecting the wan- 
ing of prospects for a utilitv-New Deal 
peace pact. 

President Roosevelt's surprise mes- 
sage to Congress proposing reorganiza- 
tion of the Federal courts—in such 
manner that a New Deal majority of 
Justices would be established in the 
Supreme Court—resulted in only brief 
and temporary reaction. Apparently in- 
vestors and traders reasoned on second 
thought that this change, if adopted, 
was either not of longer significance in 
the existing business and credit setting or subject indi- 
rectly to inflationary implications. 

Once more it can only be said that persistent strength 
in a majority of industrials—some of high price, some 
of low price—reflects undiminished optimism in the 
longer trend of corporate volume and profits. The only 
significant liquidation in this market is confined to a 
minority of issues in which earnings appear definitely 
to have passed their peak or in which company pros- 
pects have otherwise turned for the worse. Such invest- 
ment selling as is present is even more selective than 
the buying. 

It matters not, from a longer term investment point 
of view, that some price-earnings ratios are increasingly 
attenuated and that the growing tendency to rationalize 
almost any price as long as the earnings outlook remains 
favorable may be gradually building up a false sense 
of security destined ultimately to be shattered by ex- 
tensive intermediate reaction. For even though the 
wave of sit-down strikes will temporarily hold down 
business activity and even though settlement of such 
strikes will no doubt mean higher wage costs in indus- 
try, the longer term odds remain preponderantly on 
the bull side. 

Industrial earnings reports that have thus far come 
to hand show, in a majority of instances, 1936 gains of 
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50 to 100 per cent, although business activity for the 
year—as measured by our composite index—was only 
21 per cent higher than in 1935. Enough annual state- 
ments have already been published to indicate bevond 
much possibility of doubt that aggregate corporate 
earnings have had a substantially bigger percentage 
advance during the past year than has the stock market, 
with the result that a composite price-earnings ratio, 
certainly as regards the industrial sec- 
tion of the market, would be found to 
be lower now than it was a year ago, 

If we assume that total business ac- 
tivity this year will top that of 1936 by 
even 10 or 15 per cent—substantially 
less than the indicated gain for the first 
quarter—it becomes apparent that any 
probable increase in labor costs can be 
absorbed and that aggregate 1937 cor- 
porate earnings would most likely ex- 
ceed those of 1936 by a_ substantial 
margin, even though percentage gains 
should not come up to the remarkable 
showing of the past year. 

Moreover, together with a generally 
favorable longer term business outlook, 
money rates remain at a low level, despite present firm- 
ing in short-term funds. For the moment also, renewed 
weakness in the French monetary position is again 
bringing foreign demand into the stock market. Aside 
from all this, the primary fact that our fatuous capital 
gains tax operates to preclude any general cashing of 
investment profits continues to be an artificial bulwark 
for rising prices. 

The ability of the market to advance over the past 
fortnight, despite a fair budget of unfavorable news in 
floods, strikes, French monetary uncertainty and an- 
other apparent turn to the Left in the New Deal utility 
policy, once again has emphasized the futility of at- 
tempting to play for intermediate reactions, so far as 
investment holdings of favorably situated equities is 
concerned. 

As regards the shorter term outlook, despite the cur- 
rent impressive market action, our view that caution 
and close discrimination are called for both in trading 
operations and in new investment commitments remains 
unchanged. No intermediate phase of advance can be 
expected to continue indefinitely without larger correc- 
tion than the market has seen in some time. For this 
reason alone, the prevailing technical position suggests 
the wisdom of short-term conservatism. We likewise 
believe it the part of prudence to allow for the possi- 
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bility that additional exercise of credit and market con- 
trol powers by the Government might at any time bring 
about a temporary dampening of speculative optimism 
and a market readjustment worth avoiding. 

It is not to be doubted, since no over-expansion of 
business or speculative credit exists, that the action of 
the control authorities in raising member bank reserve 
requirements to the legal limit, as well as the several 
precautionary steps taken in 1936, developed out of 
apprehension aroused by the bull market. There can 
be no doubt either that the control authorities will con- 
tinue to keep a wary eye on the market. Even though 
there is no present rising tendency in brokers’ loans and 
even though one can validly question the wisdom of any 
sovernmental effort to decide what is or is not a sound 
price for stocks, the fact remains that the authorities 
have more than once evidenced some concern over this 
very question, especially as regards the popularity of 
low-price equities. 

Control measures which have been under official dis- 
cussion include imposition of the same margin require- 
ments on floor traders as are now required of the general 
public; placing trading by brokerage firm partners on a 
full cash basis; elimination of the present three-day 
grace period for margins; and segregation of brokers 
and dealers. 

One or more of these added restrictions may be con- 


for possible intermediate reaction. 
present setting calis for caution and close discrimination. 





Another fortnight of market strength again emphasizes the 


futility of attemping to shape longer-term positions with regard 


In short-term policy, the 


sidered a near-term probability, working toward still 
“thinner” markets. A general further increase in mar- 
gins is also to be considered a possibility, when and 
if the market shows more pronounced speculative 
tendencies than are now evident. 

One the side of Federal controls, the fact that consid- 
eration is now being given to some revision of the capital 
gains tax must also be kept in mind as an uncertain 
factor bearing upon the intermediate trading prospect 
of the next few months. Naturally the effect of such 
revision upon the market would depend upon the spe- 
cific Treasury recommendations, but should the net 
effect be a substantial reduction of the tax penalty a 
period of market readjustment would be inevitable. 

In the current business scene there is also reason for 
a somewhat cautious short-term attitude because in 
some respects the situation is abnormal and any abnor- 
mal economic setting baffles confident forecast. 

The recent flattening out and increasing irregularity 
in the commodity price trend reflects in part the sober- 
ing influence of the deplorable labor situation afflicting 
the biggest motor producer, but also a natural and wel- 
come reaction from the over-fast and somewhat specu- 
lative advance of a long list of commodities. 

On the whole, any forecast of prospects for the rest of 
the first quarter must be so qualified as to be little more 
than a guess, however favorable the longer-term view. 
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The Government Strives to Control 
the Boom 


Are Present Measures Necessary? 


Will They Prove to Be Effective? 


BY JOHN D. 


Te New Deal credit control authorities are tightening 
up the brakes in no uncertain fashion. Already five pre- 
cautionary steps have been taken—two advances in 
stock margin requirements last year, a sharp boosting of 
member bank reserve requirements last July, action by 
the Treasury in December to sterilize 
gold imports and now a second and 
final increase in reserve requirements, 
this time to the legal limit. The two 
changes in reserve requirements have 
the effect of reducing potential credit 
expansion by member banks from 
$38,000,000,000 to only $3,000,000,000. 

All of this, mind you, with per capita business activity 
still well under the 1929 level, with great accumulated 
shortages of goods yet to be made up, with stock market 
activity only a third of what it was in the 1924-1929 
period and with brokers’ loans and bank collateral loans 
a fraction of what they were in 1929. There being no 
semblance of excess in the use of credit, either in busi- 
ness or speculation, it is obvious that 
the control author- ities have taken 
time by the fore- lock, and that their 
policy is to prevent the development of 
a run-away boom, rather than take 
the risk of having to apply difficult 
and deflationary correctives after a 
boom has gathered momentum. 

Both in the control steps already taken and in various 
others that can be taken at almost any time there are 
questions of great interest to business men, to investors 
and to speculators. How will the increasing emphasis 
on credit control affect interest rates, the bond 
market, the stock market, business activity? 
What about commodity prices? Has this Ad- 
ministration — unlike any other in American 
history — mastered the technique to determin- 
ing at what point a sound prosperity merges 
into an umsound boom? Is there a danger 
that too early application of the brakes will retard 
the additional business recovery that everybody desires 
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*1933 — 60.0 


C. WELDON 


and that the New Deal must have if 
its fiscal policy is to be maintained? 

Let us, first, appraise the probable 
effects of the recent second boost in reserve requirements; 
then, second, examine the additional control weapons 
available to the Government. 

A gradual, though moderate, firming in short-term 
interest rates is clearly indicated. In fact, the bottom in 
short-term rates was reached some 
months ago. Call money is 1 per 
cent as compared with a low of 4 
of 1 per cent, and is likely before 
long to be advanced to at least 1% 
per cent and possibly to 2 per cent. 
Time money is 114 per cent, against 
low of 4 of 1 per cent and will rise further; 90-day 
bankers’ bills have risen by 3/16 of 1 per cent. Treasury 
bills are now .401 per cent against low of .052 per cent. 
The commercial loan rate in New 
York is about 1.71 per cent and _ has 
shown but. slight advance. _ Persist- 
ent strength in bank shares is a 
pretty good por- tent that this rate 
will move higher. 

Thus far the modest firming in 
short-term rates has had no significant effect on the 
high grade bond market, but this is because such bonds 
had a reaction in anticipation of the Reserve Board’s 
now announced action on reserve requirements. In- 
deed, with the uncertainty of Reserve Board action 
out of the way, the initial response of “money bonds” 
was to rally. 

As to the longer trend of short and long-term 
interest rates and the effects on investment 
bonds, the utmost diversity of opinion exists 
among bankers, bond experts and economists. 
Nevertheless we venture the opinion that short 
term rates can only go up and that eventually 
the same tendency will affect long-term rates. 
It is likely, however, that there will be a considerable 
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lag in this process, both because a super-abundance of 
investment funds seeking employment still exists and 
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because the extreme ease that has existed and still exists 
in short-term rates is more abnormal than that in long- 
term rates. 

The Government’s desire, of course, is that long-term 
money will remain cheap. The Reserve Board believes 
it will remain cheap for a long time and such controls as 
it and the Treasury have will be exercised to that end. 
We are dealing here. however, with relatives. Long- 
term rates could harden 
materially over an ex- 
tended period without 
equalling the rates pre- 
vailing during most of 
the last period of pros- 
perity, without making 
money actually dear 
and without adverse ef- 
fect upon general busi- 
ness recovery. So far as 
commercial and indus- 
trial borrowing and 
financing is concerned, 
it is influenced more by 
the outlook for business 
than by a variation of, say, 1 per cent 
in the long-term money rate. 

The effect on high grade bonds, which 
are at very high levels, is something else 
again. Any firming in long-term inter- 
est rates will inevitably pull them down 
to some extent. Moreover, a psycho- 
logical factor is also involved. Firming 
short-term rates and the possibility of 
firming long-term rates—even if a con- 
siderable period of time is required for 
the tendency to assert itself—would 
seem to suggest the wisdom of regard- 
ing the bull market in “money bonds” as 
in process of topping out, if it has not 
already done so. The one apparent certainty is that the 
long-term rate is on bottom and that the next change, 
whenever it comes, will be upward. 

How will this affect the banks, which have a huge total 
of funds in Governments? Some critics of the cheap 
money policy have argued that a slump in Government 
bonds would wipe out the capital and surplus of many 
banks. The answer to this is that such a contingency is 
most unlikely to develop. Firming in money rates is 
quite certain to proceed very gradually and any down- 
ward readjustment in prices of high-grade bonds prob- 
ably will be slow and orderly. Not only would this be 
the natural tendency of the market—the Treasury and 
its $2,000,000,000 Stabilization Fund have been a factor 
of support in the market from time to time heretofore 
and could certainly ease any decline. Then, too, it is 
somewhat fatuous to generalize about total bank hold- 
ings of Government bonds, since such investments are 
diversified among short-term, intermediate and_ long- 
term maturities—three different degrees of risk so far as 
interest rate changes are concerned—and since present 
market prices are by no means the prices at which such 
bonds are carried on the books of well-run banks. The 
depression experience still being a vivid memory, very 
few banks today are not conservatively run. In short, 
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there is not going to be any banking debacle from firm- 
ing money rates. 

The yield of high-grade dividend-paying common 
stocks is still much larger than that on short-term funds 
and there is no reason whatever to expect that any prob- 
able firming in money rates over the next year will be 


an important speculative influence. We saw a roaring 
bull market in 1928 and 1929 on short-term rates almost 
fantastically high as compared with today’s money rates 
or any rates that are likely to prevail for a long time 
ahead. On the other hand, the market as a whole is 
much more likely to be affected by the volume of credit 
expansion this year than by the rates charged for it. 
The great increase in bank deposits during the past 
several years has been brought about preponderantly by 
the Treasury’s deficit financing and by imports of gold. 
rather than by commercial and speculative borrowing. 
The Treasury’s borrowing needs have already declined 
materially, due both to rise in general revenues and to 
availability of Social Security tax revenues for cash, and 


will decline further, if not terminate, before long. Goid 
imports, because — sterilized, will no 
longer inflate the credit base. Hence it 


is highly probable that by far the greater 
part of the inflation of bank deposits has 
been experienced. 

Partly because of the probable pro- 
nounced slackening in deposit expansion, 
it seems logical to doubt that the net 
advance in the stock market this year 
will equal that of either 1936 or 1935. In 
the past the effect of such a credit change 
on business activity has been belated. 
If either higher money rates or a cessa- 
tion of bank deposit inflation have any 
adverse effect upon business volume we 
would not expect it to 
show up before 1938 
and such a business re- 
cession — though fore- 
cast so far ahead is 
admittedly risky busi- 
ness — will probably be 
of intermediate charac- 
ter, such as those which 
occurred in 1924 and 
1927. 

The primary elements 
in the commodity price 
trend are supply- 

‘att demand factors, plus the 
ane ene basic inflationary influ- 
ence of greatly increased 
stocks of monetary gold 
over most of the world, 
due both to increased production of the metal and to 
currency revaluations. There is no reason to expect that 
a gradual firming in money rates or the curb now placed 
on credit expansion by member banks can importantly 
affect the underlying price trend. 

Chairman Eccles of the Reserve Board has stated he 
does not intend to ask Congress to authorize further dis- 
cretionary power to raise member bank reserve require- 
ments. No added control powers are needed, for the 


From Top to Bottom— 
Eccles, Morgenthau, Landis. 
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Government is armed with an assortment of control 
weapons that a few years ago would not have been 
dreamed of. Consider the following list: 

The President’s power, within fairly broad limits, 
to vary the price of gold and likewise of monetary 
silver. 

The Treasury’s power to expand or contract its own 
holdings of cash and of deposits with the Federal Re- 
serve banks. 

The Reserve Board’s power to expand or contract the 
Reserve System’s holdings of Government bonds; and 
its power to vary the rediscount rate. 

The Comptroller of the Currency, under the Banking 
Act of 1933, has power to limit or restrict the purchase 
of corporate securities by national banks. 

The Federal Reserve Board, under the Securities Ex- 
change Act of 1934, has power to control the amount of 
credit that may be extended by national banks, member 
banks and certain other classifications of banks on 
securities registered on any national securities exchange. 
The law suggested a standard margin of 55 per cent on 
such loans, and this margin is now in effect; but the Re- 
serve Board can raise it or lower it at any time as con- 
ditions suggest. 

It may be argued that the above controls do not apply 
more than partially to non-member state banks; and 
that onerous Federal controls might induce some mem- 
ber banks to leave the Reserve System or some na- 
tional banks to relinquish their charters and become 
state banks. The answer is that the great majority of all 
banks are members of the Federal Deposit Insurance 
Corporation which is likewise in a position to exercise 
very influential powers of control. For example, the 
F D IC under the Banking Act of 1935 is empowered 
to terminate the deposit insurance coverage of any in- 
sured bank and make public a report of such termina- 
tion if, in the opinion of the F DIC the directors or 


trustees have “continued unsafe or unsound practices in 
conducting the business of such bank.” That is very 
broad language. 

As a large stockholder in banks, it probably would be 
possible for the Reconstruction Finance Corporation to 
exercise some control over credit policy of those banks, 

Turning to new financing, it must be kept in mind that 
an individual buying a new security pays with existing 
deposits. His transaction does not change the volume 
of deposit money. A bank subscribing to a new issue 
creates additional deposit currency. The quantitative 
and qualitative credit controls above listed could restrict 
bank purchases of new securities. As to individual pur- 
chases, the function of the Securities and Exchange Com- 
mission is primarily to see to it that adequate and truth- 
ful information is provided on all issues by the issuers, 
but in fact there can be little question that the SEC 
could at any time cut down the volume of financing by 
delaying or impeding security issues in one way or an- 
other. 

As to the stock market, both the Reserve Board and 
the S E C retain unused powers. Margins could be 
raised again and buying could even be put on a cash 
basis as an extreme resort. Other factors remaining the 
same, this would not terminate the major bull market 
but would unquestionably be a sobering influence. Since 
brokers’ loans are only a bit over $1,000,000,000 and the 
total increase since March, 1933, has been only $740,000,- 
000, it is evident that cash buying has been predominant 
and that no excessive use of credit exists. Nevertheless, 
in words and deeds, the control authorities have plainly 
shown that they are interested in the trend of stock 
prices, as well as the volume of credit absorbed. More 
than once Mr. Landis, of the S E C, has shaken his finger, 
especially and recently at the activity in low-price stocks. 

It might seem at first glance that the control authori- 
ties are “out of bounds” in concerning themselves with 
stock prices, as long as credit is not used in ex- 
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cess, but it is obvious that any serious deflation 
of stock prices—even if it could not possibly 
destroy any such volume of bank deposits as 
were destroyed in the decline after 1929—would 
have seriously disturbing psychological results 
upon all markets and upon business activity. 

Additional controls affecting the stock mar- 
ket include the power to impose on floor traders 
the same margin requirements as are now re- 
quired of the general public; the placing of 
trading by brokerage firm partners on a full 
cash basis; elimination of the three-day grace 
period for margins: and segregation of brokers 
and dealers. 

Finally, in stock market control, the Govern- 
ment could remove a present artificial element 
by revision of the capital gains tax. If suffi- 
ciently extensive, this might bring about a sub- 
stantial market readjustment and result there- 
after in a more natural market. 

The Government’s powers as to commodity 
prices are mainly indirect. Crop control, 
which may again be resorted to, would have a 
long range influence on farm prices. Certain 
crops are affected by the Federal loan policy, 
as in cotton, or by (Please turn to page 592) 
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What Does Ameriea Stand For? 


Same Objectives — Merely Different Aspect? 


An old nursery tale tells of two valiant knights who contended 

with each other with sword and pike. One maintained that the 

shield of the statue at the crossroads was gold; the other was 

equally certain that it was silver. Before it was too late they 

found that the statue was gold on one side and silver on the 

other. Maybe the New Deal and the Old Deal differ more in 
words than in fact. 


From the Recently Adopted Creed of the National 
Association of Manufacturers 


“Better living, better housing. more of the necessities, 
comforts, and luxuries of life. steadier work, more cer- 
tainty of a job, more security for old age—they are the 
progressive objectives of American industry.” 

Industry believes in economic security. It 
even more, however, in economic freedom for the indi- 
vidual—opportunity for the worker to have a secure 
job, opportunity for promotion, a field to save and 
invest, a chance to procure a home at a reasonable price. 

Achievement—The American business system has in- 
creased the national income, allocation to wages and 
salaries, from 38 per cent in 1850 to 65 per cent in 1937; 
given hourly wages a seven fold lift since 1850. 


believes 


The Future—We are justified in believing that the 
greatest future progress will proceed from competitive 
private enterprise—the profit and loss system. 


“Through betterment of these industrial processes . . . 
such accomplishment means that the social objective of 
individual health, happiness, comfortable homes, edu- 
cation, and security will be realized in greater measure.” 


“We oppose any monopoly in production, distribution 
or labor which restricts or stifles competition and im- 
poses unfair high prices on the consumer. We condemn 
any undesirable practices and abuses in industry.” 


We have been and are unequivocally opposed to child 
labor as well as to sweatshops, we will support appro- 
priate legislation to eliminate these abuses. 


Long term investment though often speculative per- 
forms a needed function in our economic life. We are 
opposed to such speculation in securities as may change 
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From the New Deal's Doctrines 


President Roosevelt says (second inaugural): “When 
four years ago we met to inaugurate a president, the 
Republic, single minded in anxiety stood in spirit here. 
We dedicated ourselves to the fulfillment of a vision— 
to speed the time when there would be for all the people 
that security and peace essential to the pursuit of hap- 
piness. We did those first things first.” 

Government has spent billions on homes. 

“|. . government within the separate states and gov- 
ernment of the United States can do the things the 
times require without yielding its democracy.” 


“We of the Republic believe that democratic govern- 
ment has innate capacity to protect its people.” 

“We are writing a new chapter in our book of self- 
government.” 


Among men of good will, science and democracy to- 
gether offer an ever richer life an ever larger satisfac- 
tion to the individual. With this change in our moral 
climate and our rediscovered ability to improve our 
economic order, we have set our feet upon the road of 
enduring progress. 


“The New Deal stands for collective bargaining, abo- 
lition of commercial monopolies, destruction of unfair 
competition, eradication of dishonorable trade prac- 


tices.” 


“We have only just begun to fight (says President 
Roosevelt) for shorter hours, higher wages, abolition of 
child labor, extermination of the sweatshop.” 


The New Deal—the Government—stands for cheaper 
transportation, lower interest rates, improved banking, 
still easier home financing, more and better securities 
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BY B. B. V. LUTY 















1937 Will Be a ‘Steel’ Year 








\\ HEN steel production in the last 


three months of 1936 was at a rate less 
than two per cent under the average 
in 1929, the record year, it might be 
thought that the steel industry was 
simply having a revival. More ac- 
curately, there was a recrudescence. 
The heavy demand was not, in char- 
acter, a repetition of conditions in the 
active period, for it represented in a 
large part the development of new 
consuming lines. This means, of 
course, that the future of steel will 
be on a new basis. 

It is easy to foresee that this vear will in all probability 
he a steel vear, with a new record in total output, despite 
the taking of less steel than in the active period by 
building construction generally and by the railroads. 
The pace of improvement has been fast, tonnage output 
in the last three months of 1936 being 514 times that in 
August, 1932, the low month for steel, while the outlook 
for all business indicates further improvement. 

A careful watch on the lines of steel consumption as 
tonnage demand increased showed that little of the gain 
was due to the making up of arrearages. Building con- 
struction lagged, and still lags. The railroads in their 
buying are chiefly meeting current requirements, now 
that they have better earnings and credit. Mines and 
factories have been doing little plain repair work, but 
there is much replacing of equipment that has been made 
It seems clear that the effort is to provide for 
the future, not to restore the past. 

The outstanding feature of the increase in steel ton- 
nage in the last four years is the growth of consumption 
in things for personal and household use. For several 
vears domestic electric refrigerators have been making 
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obsolete. 
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new records. While automobile production has not 
passed the rate of 1929, that was a freak year and cannot 
possibly be taken as a measuring stick of the people's 
actual requirements. 

Andrew Carnegie said that steel was either prince or 
pauper. Years before James M. Swank, the statistician 
and historian of the iron and steel industry, had said 
that iron seemed always to be experiencing a_ high 
fever or a severe chill. The revivals were in part due to 
the growth of old lines of consumption, but they were 
in part due to the development of new lines, and the 
recent increase in steel tonnage has been due largely 
to the latter influence. 

While the familiar reports have had steel ingot pro- 
duction at only about 80 per cent of “capacity,” some 
allowances must be made. Included in total capacity 
is steel by the Bessemer process, and Bessemer steel is 
in demand only for certain purposes. In fact, despite 
the great growth in the steel industry as a whole, the 
rated capacity of Bessemer converters has been cut in 
half in the last 21 years, and yet in the last few months 
the percentage rate of Bessemer operation has been 
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less than two-thirds of the open-hearth rate. Electric 
steel has also been coming into prominence. 

The percentages of operating rates are useful for com- 
parative purposes but from practical considerations they 
cannot be related to 100 per cent. 

Apart from the point about Bessemer steel, there is 
some open-hearth capacity that is obsolete or unservice- 
able, although no immediate justification has been found 
for excluding it from the official capacity rating. Beyond 
this there is the matter of blast furnace capacity, with 
few idle furnaces that are fit to run. A possible defi- 
ciency in the supply of pig iron, with increasing demand 
for steel, could not be made up by scrap, because scrap 
is scarce. Exports of scrap have been heavy, and cur- 
rent activity in general is not such as to bring out much 
scrap, there being so little building. The railroads have 
not many more freight cars to wreck. The number of 
cars in service has decreased by one-fourth since 1925, 


Beet te 14 


© the peak year. 

Beyond the blast furnace is the coke oven, and the 
supply of coke is barely sufficient for present require- 
ments. One large steel company which for several years 
pushed the sale of coke for domestic use has withdrawn 
entirely from that market, needing all the coke itself. 
The United States Steel Corporation coke subsidiary 
has just put into operation two beehive coking plants in 
the Connellsville region, its first operation in the region 


for a half dozen years or so except for a spell of one 
) month at the middle of 1933, when steel conditions 
) appeared more promising than the event showed. 
© Thus en the whole the steel industry has been 

the percentages regularly 

indication is that one blast furnace is 

being built, with two others that will 


Beas: 


= 


a4 





werd 





Pat close to its practical capacity, despite 
cited. An 


replace obsolete stacks, while some 


open-hearth steel furnaces have 
heen brought in and others are 
on the way. This is a new 
The large sums of 


sah 





thing. 















lines tended to move in equal steps with occasional 
exceptions. It-was not so in the period of activity that 
preceded the depression, and it is decidedly not so now. 
Peak years in residential construction, fabricated struc- 
tural steel work, building of freight cars, laying of rails 
and automobile building, were all different. If all these 
activities had reached crest at the same time the desire 
for steel would have far exceeded the amount available. 

For the future, the individual lines must be consid- 
ered separately. With steel ingot production reported 
at about 80 per cent of capacity, perhaps not much more 
than 75 per cent is represented in actual current con- 
sumption, the gap being caused by three influences, 
stocking of steel to take advantage of prices current 
before advances effective in December, up to the end 
of the month, stocking to offset uncertain deliveries by 
mills now that the mills are busy, and stocking against 
the menace of labor troubles in the steel industry. A 
rate of about 75 per cent should therefore be taken in 
any effort to prognosticate the future by considering 
the individual lines. 

The automobile industry is, of course, the largest pros- 
pect at present. After model changes were completed 
and up to the time of the breaking out of labor troubles 
at the end of December the industry was accounting for 
nearly one-fourth of all the steel made. For the new 
year it will do better in quantity, though probably not 
much better. It is notable that with General Motors 


subsidiaries closed directly or indirectly by labor troubles, 
other automobile makers did not speed up production 
to any 


extent. A latent demand for automobiles 
is growing. 

Railroad demand will depend largely 
upon net earnings. In the late months 
of 1936 railroads bought somewhat 
freely, in cars, locomotives and rails, 
but by no means on a parity with 
what they did in the recent ac- 

tive period. At the beginning 
of this year they lost their 

freight surcharges while they 
are confronted with de- 
mands for higher wages. 
Their recent pace involving 
consumption of steel is 
hardly likely to increase 
materially, but it should be 
noted that much of the steel 
involved is still to be made. 

Rails were bought before the 

advance that became effective 





December 1, but deliveries will ex- 





























tend well to the middle of the vear. 











money the steel industry 

has been spending latelv . 
ot have been for finishing rece ip 
ot equipment, making flat mint RRR 
s rolled steel by various 

types of mills which sup- MY Le 
rv plant old equipment. These LEK 
n new type mills produce N 
d plates, sheets and strips. Divi- 2 
in sions between the three cate- 
Oo gories are largely technical, hav- 
e ing to do with gauge and width, 
e | but the products go to quite different 
Vv classes of consumers. 


Before 1928 the sequence in the distribu- 


be tion of steel in point of percentage was: Rail- 

e roads, building, automotive, oil and gas. Now the 
v automotive percentage is by far the highest, with rail- 
s roads and buildings about on a par and oil and gas well 
e inthe rear. In the fore part of 1936 railroads were run- 
e ning well below building in their proportion. In the last 
" few months they have gained while building steel has 
. heen almost stationary. 

1 Long age demand for steel by the various consuming 
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On January 1 of this year Class I rail- 
roads had 23,421 freight cars on order, 
including 5,666 to be built in company shops. 
Residential construction is the chief single outlet for 
standard pipe, which means simply welded pipe outside 
of oil country goods and line pipe. This activity 
dwindled to almost nothing and since then large per- 
centage gains have been reported, but the actual volume 
would make a sorry showing compared with that in the 
high years, several years before the general trade reces- 
sion began. In automobile (Please turn to page 593) 
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Easy money, comparatively speaking, will continue de- 
spite Reserve Board’s order raising member bank reserves 
to double the figure prevailing for many years up to last 
summer. But this action will halt decline in interest 
rates and tend to stiffen them somewhat, particularly in 
short-term fields. Board feels that spread between long 
and short term rates is so great that latter will not be 
affected much. Moreover, supply of investment funds is 
so large that Reserve Board is certain there will be ample 
credit on favorable terms for business expansion. Some 
classes of long-term interest rates may even decline 
further, particularly real estate mortgages in regions 
where rates are still above general level. 


Inflation fear undoubtedly actuated some Board mem- 
bers in spite of actual denial. Influencing factors include 
greatly accelerated rate of business advance in recent 
months, substantial increase in the use of bank credit, 
declining bank holdings of government bonds indicating 





WASHINGTON SEES 


Government’s easy money policy continuing, 
though interest rates may firm. 


Administration testing sentiment for brid- 
ling judicial powers. 


Other ways of checking Supreme Court than 
by increasing the number of Justices. 


Regulation of wages and labor still prime 


New Deal hope. 


Licensing bill developing into real threat 
to business. 


Power companies still in New Deal “dog 
house”. 


Slight chance for Secretary Perkins to get 
subpoena powers. 





$48 


ening in. Washington. 


a Oe oF 


increase in other types of investment. prospects that the 


government may soon cease borrowing, and _particu- 
larly indications of a rise in the commodity market. 


Monetary Radicals object that recovery has not ad- 
vanced far enough to warrant restriction of credit, but 
Reserve Board foresightedly decided that ounce of in- 
flation prevention beats pounds of cure. Also, Board 
was under pressure from investment circles seeking 
higher interest rates and from certain administration 
officials who feared that speculation might soon get out 
of hand. While some were surprised that Board used 
its full power at one shot, general reaction was approv- 
ing. Credit control machinery is undoubtedly improved, 
since when order takes effect the possible expansion of 
bank credit will be at a figure approximately equal to 
reserve system’s holdings of government securities, so 
that open market operations and changes in rediscount 


rates will give Reserve Board complete power to influence fF 


credit conditions. 


Change in Supreme Court judiciary promises to be a 


long hot fight which will be closer than expected in the 
Senate. Present indications point to victory for the 
Administration by a narrow margin. If, however, the 
President’s proposals meet with ultimate defeat the 
New Dealers have other plans. These include denying 
Supreme Court power to void acts passed by two thirds 
of each house of Congress, giving Congress power by two 
thirds vote to override Supreme Court’s decisions like 
Presidential veto, requiring two thirds vote of the 
Supreme Court to declare acts of Congress unconstitu- 
tional, and pending McKellar bill to prevent federal 
district and circuit courts from issuing injunctions re- 
straining enforcement of acts of Congress until such 
acts are declared unconstitutional by Supreme Court. 
Latter has backing of liberals and probably White 
House, but indications are it will meet tough sledding: 
outcry has already been raised and enactment is very 


doubtful. 


Good feeling era is evaporating rapidly before renewed 
White House antagonism to business views. Examples: 
criticism of utilities and others who get court injunctions 
hampering New Deal laws and projects; proposal for 
subpoena powers for Labor Department to force business 
men to negotiate labor troubles; talk of reviving N R A 
scheme to put business in new federal strait jacket. 
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New NRA will await outcome of fight over Supreme 
Court but it definitely is in President’s mind. He hasn’t 
decided among several schemes his advisors are laying 
before him. He is trying to develop discussion. That’s 
why so many reports circulate that this or that plan is 


currently favored. He believes country insists on some 
federal law to ban child labor, shorten hours, increase 
bottom wages. One proposal is system of graduated taxes 
and exemptions, another is to include these in definition 
of fair competition administerred by Federal Trade Com- 
mission, another to bring Labor Department into picture, 
another to attempt new definition of interstate commerce 
which will get by courts. Still another plan is— 


Holding Company decision in New York requiring 
Electric Bond & Share to register with S E C formed basis 
for further slap at utilities by Chairman Landis charging 
waste of stockholders’ money in refusing to take advan- 
tage of favorable refinancing conditions available through 
registration. View here is that little refinancing could 
be done with “death sentence” legality still undecided. 
Decision settled very little in spite of New Deal jubilia- 
tion. Government itself responsible for delays in holding 
this case to narrow issue of constitutionality of registra- 
tion. so whether or not this is upheld little can be done 
to enforce holding company act until courts pass on 
legality of other aspects. 

But if Bond & Share decision stands it is important for 
all business. If utility holding companies can be forced 
to register before using instrumentalities of interstate 
commerce, inference is so may other types of holding 
companies. Neat step would be registration of all busi- 
ness with attendant federal regulation. 


Strike settlement failure by federal government, forcing 
motors strike back to Michigan state authorities after 
two-week delay embarrassed administration’s prestige. 
Repeated blasts of administration against General Mo- 
tors while trying to act as mediator, plus refusal to 
grapple with real issue of legality of sit-down strike 
effectively killed government’s usefullness. 

Secretary Perkins’ statement that legality of sit-down 
strike is not determined doesn’t jibe with views of most 
lawyers and gave moral support to violators of state 
trespass laws. 


Subpoena power for Labor Department requested by 
Miss Perkins with approval of President is not meeting 
much favor. A. F. of L. voices opposition, shared by 
many businessmen, that this looks too much like com- 
pulsory arbitration. Such probe power could also be 
used simply to harass and embarrass companies having 
labor troubles. Congressional lawyers object that it would 
break down constitutional separation of powers to give 
judicial processes to executive department. 


Flood reaction in Washington takes two forms: big ap- 
propriations for relief, big appropriations for prevention; 
both threaten balanced budget. But if extensive flood 
control program is adopted, administration may have to 
recognize that greatest flood prevention cannot be had 
from types of dams designed for maximum power pro- 
duction. Such would force public power zealots to sub- 
ordinate their schemes of flood engineers. 
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Business Should Watch This Bill 


O’Mahoney licensing bill, now subject of 
Senate hearings but still without open 
White House endorsement. Viewed whim- 
sically last year, this should now be taken 
Backed strongly by A. F. of L. 


and endorsed in principle by several men 


seriously. 
of prominance. Few businessmen appre- 
ciate its significance. Its definition of 
interstate commerce is so broad it would 
force practically every corporation in 
country to secure federal license before 
doing business. And license would stipu- 
late adherence to long list of labor practices 
plus drastic reforms in corporation prac- 


tices, elimination of holding companies, ete. 





Consumer Cooperative report by commission President 
sent to Europe due at White House soon. Expected to be 
factual summary of movement in several countries with 
conclusion that co-ops don’t usher in new type of society 
or bring utopia. Only recommendation may be that if 
President is still interested he have study made of prog- 
ress of co-ops in this country and prospects pro and con 
their expansion with or without government aid. 


Abundant crops advocacy by Secretary Wallace does 
not mean abandonment of crop control but simply phase 
of his stabilization program (or hopes) designed to keep 
farm prices from getting too high, which would be bad 
for consumers and irritate farmers if bad weather on top 
of artificial curtailment resulted in short crops. Wallace 
seeks to weave all federal farm legislation into close-knit 
web to keep commodity prices from wide fluctuations. 


Social security changes recommended by Congressional 
Republicans to achieve “pay-as-we-go” basis will even- 
tually be adopted, by and large, despite irritation of ad- 
ministration leaders at source of proposal. Action not 
expected at this session. 


Walsh-Healey enforcement may be curtailed by lack 
of funds. Labor Department sought big appropriation 
to set up corps of inspectors to check compliance of 
federal contractors and to set minimum wages for many 
industries immediately, but Budget Bureau and Con- 
gressional appropriations committees shaved allowance 
way down to prevent this. 


Fair trade enabling act by Congress to supplement 
resale price maintenance laws of 16 states is certain 
this session. 
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BY WARD GATE. 


‘ 

—_ 270,000 people own stock in the Radio Corpora- 
tion of America, enough to populate a good-sized city. 
Many thousands of others, glancing through the stock 
list from time to time in search for some low-priced 
bargain, gaze contemplatively at “Radio” common—- 
wondering whether there is a sporting chance that this 
once most glamorous of speculative high-flvers will 
“come back.” 

The radio industry is still relatively voune. ‘Technica! 
progress will continue. Television, the latest laboratory 
marvel, looms on the commercial horizon. 
weak radio manufacturing concerns that mushroomed 
into being during the industry’s infant decade—1919- 
1929—have been squeezed out of the running. The 
survivors have learned many lessons. corrected many 
mistakes. 

In 1929 “Radio” reached a price fractionally above 
S114 a share. That exalted quotation reflected the gen- 
erally inflated speculative hopes of the times, the special 
popularity attaching to the leading stock in a new and 
rapidly expanding industry and—by no means the least 
potent influence—a_ skilled pool manipulation. Today 


scores of 
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C. A. 


Appraising the Chances of a Come-Back in Radio Common 





the equity is priced at only $11.50 per share. May not 
even a partial recovery in earnings or a partial revival 
of the speculative hopes that once ran so high imply 
possibilities of substantial percentage appreciation from 
present deflated levels? Let us see. 

To begin with it may be pointed out that the spec- 
tacular ascent of R C A during the four years 1926- 
1929 rested on something more than a speculative pipe 
dream, even though the reality was greatly over- 
exploited and even though the invisible mistakes of 
over-expansion, common in a young industry during a 
boom period, were even then being made. The fact was 
that R C A’s gross revenues expanded from approxi- 
mately $61,000,000 in 1926 to $65,000,000 in 1927, then 
jumped to $101,000,000 in 1928 and to $182,000,000 in 
1929, the 1929 gross being nearly three times that of 
1926. Net income in 1926 was approximately $4.600,000, 
increased to $8,400,000 in 1927, reached record high of 
$19.800.000 in 1928 and receded to $15,800,000 in 1929, 
the latter figure reflecting the beginning of the crash late 
in 1929. 

Prior to 1929, when the stock was split five-for-one 
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move facilitating pool distribution to a gullible public 
whether made for that purpose or not—there were only 


1,155,400 shares of common stock outstanding. The 
earnings on that share capitalization were $2.85 in 1926, 
$6.15 in 1927, $15.98 in 1928 and $13.67 in 1929. In the 
atmosphere of that period speculative exploitation of a 
more than five-fold increase in earnings from 1926 to 
1928 was neither surprising nor unusual, and the result- 
ing price-earnings ratio—although high and not justified, 
as it happened, by the course of future events—was not 
higher than that in various other popular equities which 
also gave their holders a rude shock in the depression 
years. 

’ There is this difference—of present significance—that, 
whereas stocks of the majority of major corporations 
have experienced a large recovery, “Radio,” relative to 
its 1929 quotation, has had only a modest recovery. The 
reason or reasons must be examined by anyone con- 
templating a long-term speculation in the issue. 

In examining the current position of R C A, the first 
thing one observes is that gross revenues, as suggested 
by the official estimates for 1936, are around $102,000,- 
000 a vear. This is virtually equal to the 1928 total. 
from which peak earnings of $19,800,000 were derived. 
and compares with $89,228,000 in 1935 and depression 
low of $62,333,000 in 1933. Thus the recovery in the 
company’s volume is proceeding at a quite satisfactory 





pace. 

But while volume is back to approximately the 1928 
level it is also apparent at a glance that profits have not 
shown a commensurate rise—far from it. The depression 
record was relatively good, insofar as regarded cost 
control and avoidance of crippling losses. There were 
deficits, after conservative depreciation, in only the two 
years 1932 and 1933 and their combined total was only 
$1.700,000. In 1934 there was net income of $4,249,000 
on gross of $78,756.000; and in 1935 profit of $5,126,000 
Was earned on gross revenues of $89,228,000. For last 
gross of $102,000,000 was placed at 


year the net on a 
$6,100,000. 





R C A Transoceanic radio facsimile recorder 
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Expressed otherwise for simple comparison, 1934 profit 
Was approximately 5.4 per cent of gross and 1935 net 
was 5.7 per cent of gross and 1936 6 per cent of gross. 
These figures compare with 7.5 per cent in 1926, 13 per 
cent in 1927, 19.6 per cent in 1928 and 8.7 per cent in 
1929. 

Last year’s profits are probably not accurately indica- 
tive of present earning power because a_ protracted 
strike last summer at the company’s R C A-Victor plant 
at Camden, N. J. The company likewise substan- 
tially increased its advertising outlay in a drive to obtain 
a larger share of the radio receiving set and parts 
market—a field in which it must be noted that R C A 
has made a relatively poor showing in recent years, con- 
sidering the advantage of technical and financial re- 
sources with which the enterprise began its career, as 
well as the prestige originally associated with its 
name and deriving in part from former affiliation— 
through stock ownership—with General Electric and 
Westinghouse. 

It appears a reasonable assumption that 
with continuation of general economic re- 
covery this year the company will experi- 
ence further gains in gross revenues and 
that profit margin, barring a further out- 
burst of labor difficulties, will almost cer- 
tainly better that of last year. Working to 
this end is a trend of public demand for 
higher priced radio sets. Moreover, above 
the present $102,000,000-a-year gross there 
is at least an even chance that further 
increase will out-pace resultant cost rise, 
thus additionally improving profit margin. 

It is nevertheless true, however, that this 
business is highly competitive and espe- 
cially so in the receiving set and radio 
tube divisions, and it is most improbable 
that profit margin will ever return to what 
it averaged over the 1926-1929 period. For 
that period profit averaged about $12,100,- 
000 a year and profit margin averaged 
about 12.2 per cent. To duplicate those 
average earnings would require either a 
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$200,000,000 gross at a profit margin of 6 
per cent, or a profit margin more than 
double that now existing, as applied to 
current gross of about $100,000,000. 

For the sake of a bit of speculative con- 
jecture, operating profit-in the 1926-1929 
period, after depreciation but before 
charges, averaged about 15 per cent of 
gross and now appears to be around 8 per 
cent. Let us assume that over a not too 
distant time R C A volume will reach 
$125,000,000 and that operating profit may 
rise to 10 per cent. The result, after pre- 
ferred dividends, taxes and charges, would 
be a net of around $8,000,000 for the 
13,897,209 outstanding common shares or 
a little under 60 cents a share. Assuming 
12 per cent operating margin on $125,000.- 
000 gross, there would be around 75 cents 
for the common. 

It is thus not possible to contend that 
the equity is cheap on either current or 
nearby earnings, but in this day of increas- 
ing speculative interest in low-price equities 
and of relatively high appraisals of earning power this 
is by no means to hold that “Radio” can not experience 
any worthwhile percentage advance. For that matter, 
speculation is rather more concerned with the trend 
than with existing realities and the trend of volume and 
profits is demonstrably—though not spectacularly—in 
favor of R C A. The ponderous size of the common 
share capitalization, of course, tends to make for slow 
market performance, and share capitalization is subject 
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WJZ Broadcasting Plant at Bound Brook, New Jersey 
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Final assembly of receiving sets at the Camden plant 


to considerable further increase since the 920,276 out- 
standing shares of $3.50 cumulative preferred stock are 
convertible into the common at five shares of common 
for one of preferred up to July 1, 1941. Conversion of 
the preferred issue, which would only eventuate at sub- 
stantially higher prices for the common than now exist, 
would increase outstanding common to 18,501,615 shares. 
but would reduce charges ahead of the common by 29 
cents a share annually on top of previous reduction of 
15 cents a share effected in the R C A recapitalization 
plan carried out last year. 

In time, when sole capitalization is 18,501,615 capital 
shares, it would probably be feasible to reverse the pro- 
cedure of 1929 and de-split the stock in the interest of 
somewhat more respectable market price. “Radio’s” 
speculative cycle would then be complete! 

Ahead of the preferred and common shares is only 
some $12,000,000 of obligations, the bulk of these being 
five-year serial bank loans at the low interest rate of 
21% per cent, the bank funds together with treasury cash 
raised from sale of certain capital assets having been 
used incident to the recapitalization in which all pre- 
ferred arrears were cleared up and the former issue of 
class “B” preferred was eliminated. Cash and working 
capital position, though no recent balance sheet is avail- 
able, has long been fully adequate to the company’s 
requirements and need not be taken into the current 
reckoning of the equity’s speculative outlook. 

To compare R C A’s standing in the receiving set 
market with that of “Phileco”—made by the Philadelphia 
Storage Battery Company, which entered the business 
in 1927 when development of direct current radios by 
R C A made radio batteries extinct except for un- 
electrified regions and which now tops R C A by more 
than two to one in receiving set sales—is interesting but 
not particularly conclusive. For one thing, R C A is 
by no means confined to the receiving set business. It 
manufactures a broad line of radio transmitting and 
receiving equipment and sound-recording equipment for 
varied uses apart from the household radio market, and 
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also provides a variety of broadcasting and communica- 
tions services. While competitive with one or another 
company in virtually every one of its manifold activi- 
ties, R C A is by far the most diversified enterprise in 
the radio field. 

For another thing, without taking any credit from 
the unique “Philco” performance, it is a fact that trade 
position in the receiving set market has been subject to 
numerous shifts. There was a time when Grigsby- 
Grunow’s “Majestic” receiver topped the market. This 
company went into receivership in 1933 and later was 
liquidated. Most every radio user will remember when 
Atwater Kent was leader in receiving set sales and 
prominent early sponsor of broadcast musical programs. 
Our point is not that “Philco” may or will fail to hold 
its present trade position, but that there is nothing 
immutable about the market position of any particular 
line of radio receivers and that it may be quite pos- 
sible for R C A to regain a larger share of this 
market. 

In terms of commercial reward, the biggest change in 
the R C A picture since the boom period has been the 
great strides made in broadcasting. It is curious to 
recollect that the National Broadcasting Company was 
launched by R C A primarily with the idea that the 
entertainment thus carried to the public would stimulate 
demand for receiving sets and without much expectation 
of direct broadcasting profits. The purchase of time by 
advertisers, however, has expanded steadily and prodi- 
giously, with the result that revenues of National Broad- 
casting Company in the year recently ended reached a 
new all-time high of $34,523,950. This was more than a 








third of estimated consolidated revenues and probably 
accounted for a larger proportion of consolidated profit 
than any other activity. This subsidiary, of course, has 
no monopoly in broadcasting—nor could government 
countenance any semblance of monopoly in a service so 
closely tied up with the public interest—but its revenues 
substantially top those of the runner-up—Columbia 
Broadcasting System—and it is probable that revenues 
will expand further this year. 

For the future speculative eyes will be focused with 
the keenest of interest on R C A’s pioneering in the new 
field of television, in which it holds many basic patents. 
Television is no longer a laboratory curiosity or stunt, 
but this is not to say that profitable commercial develop- 
ment can come overnight. The commercial problems 
to be solved are, indeed, more important than remaining 
technical problems. The price of television sets must 
be low enough to command a volume market. Broad- 
cast television programs of a quality capable of attract- 
ing interest must be more fully developed. Moreover, 
in its present stage, television programs can be broad- 
cast only over limited distances—a limitation of con- 
siderable importance since the radio public has come 
to look to national broadcasts for the better grade 
programs. 

No doubt the television set of the future will combine 
all of the advantages of sight with the present qualities 
of sound obtainable from radio receivers. It might, 
indeed, be a most welcome thing if one could turn off the 
voice of an attractive performer who wasn’t born to be 
a singer or blot out the image of a singer possessed of 
nothing beyond a voice! (Please turn to page 593) 
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Strikes Must Be Eliminated 


Britain's Trades Dispute Act Points the Way 


BY JOHN C 


a most extensive labor disturbances, the two great 


groups of strikes which recently have been bedeviling the 


people of the United States, namely the strikes of the 
maritime workers and in some of the automobile in- 
dustries, are certain to result in great present injury to 
the public regardless of which side wins—and the pub- 
lic can scarcely expect any advantage in any event. 
Any truly impartial student of the subject would have 
to admit that the three months’ battle between the 
“masters” of the shipping industry and the men thereof 
resulted only in injury to the public, at least for a long 
stretch of present time. Victory may be said to have 



























. CRESSWILL 


perched on the banners of the men in this group of 
strikes but it is not easy to find anything in the terms 
of peace that offset the long weeks of no work and no 
pay which the men underwent, and of course there is 
nothing at all even to talk about in the way of advan- 
tage to the owners. Only red ink and black despair 
are theirs. Many of them will never recover from the 
losses they have undergone through no fault of theirs. 
The public never had hope, thought, or chance of 
profiting by this instance of more or less bloodless civil 
war. Literally millions of people have been adversely 
affected by the disturbance of or interference with the 
normal processes of transportation. Millions of dollars 


have been lost by persons in no way responsible for the | 


dislocation of commerce and without prejudicial inter- 
est in the merits of the dispute. Yet this vast third 
party—it might almost be said the whole nation—has 
been powerless except in a flaccid sentimental way to 
shape or determine the struggle, and without the abil- 
ity to defend itself or attempt to do so. 

The automobile strike—without any attempt to de- 
fine the abstract right or wrong of the issues 
—is simply industrial warfare (with little ac- 
tual use of physical weapons although with 
dread possibilities lurking in the shadows). 
The C10, and the whole sit-down crowd, are 
really battling for the ultimate control of 
industry. What they seek is the transfer of 
real power of direction of industry from capi- 
tal to employees. What Messrs. Sloan and 
Knudsen and their associates and sympa- 
thizers fight for is the retention of the control 
of final power, which has been in the hands of 
them and their like for ages. 

The public is right in the middle of the 
battlefield. 

Those who are profoundly alarmed by the 
developments of the sit-down strike point out 
that it had its origin in France as the spear- 
head of a proposed communistic revolution in 
that country, which was advocated immedi- 
ately after the Socialists’ victory at the polls 
last May. 

It is not denied that at present. at least. 
the sit-down strike is the chief means of the 
American communists in extending their fol- 
lowing and destroying the foundations of the 


THE MAGAZINE OF WALL STREET 





an ey 








ol 


wa 
alr 
WoO 
sol 
ab 
wl 


sta 
tec 


da 


Cal 
CO! 


the 


ine 
lik 
lal 
pr 
fac 
th: 
ha. 
be 
mi: 
po 
he 








ip of 


erms 
d no 
re is 
van- 
spair 
. the 


e of 
civil 
‘sely 
the 
llars 
the 
iter- 
hird 
-has 

to 
hil- 


de- 
ues 
ac- 
‘ith 
eco ke 
are 


he 


le 
ut 


in 
li- 
Ils 














CLS LORE 


present social system—which should not be taken as 
saying that our sit-downers are communists to any great 


extent. 

Is there nothing the public can do to protect itself 
either in its cherished inherited rights and practices or 
in its resistance to destructive revolution—revolution 
of that sort that is admittedly a product of minorities? 

The lawless turn of modern strikes, measured by what 
was considered as lawful and unlawful in other times, is 
already seen in the strikes of P WA and other public 
workers against the government itself. Where will this 
sort of thing end? What will be done about it? Prob- 
ably not much, until Federal legislation enters the field 
with a new authoritative statement of the law of strikes. 

it seems quite obvious that at present neither the 
state governments or the federal government will pro- 
tect life, limb and property as were protected in other 
days of conflict between labor and capital. If capital 
is to have that degree of security that will tempt it to 
carry on, there must be new law-—new law of powerful 
content and impressive prestige, revolutionary though 
the content may be. 


Trades Disputes Act 


They have such law in England, have long had _ it; 
and we were almost on the edge of having such law in 
this country in 1920. The compact little British state 
has been evolving the Trades Disputes Act for many 
years. The Act reached its present form in 1927, after 
the brief general strike of 1926 all but precipitated a dis- 
astrous civil war. The Trades Disputes Act forbids any 
veneral strike or lockout “which has any other object in 
addition than the furtherance of a trade dispute within 
the trade or industry in which the strikers are engaged, 
and an analagous lockout is declared illegal.” Moreover 
the government extends ample protection to any person 
who refuses to take part in any strike or lockout which 
is of an illegal nature. 

Yet there is nothing like compulsory arbitration in 
England, but there is an authorized process of voluntary 
conciliation which comes very close in effect to com- 
pulsory arbitration and practically eliminates the cruci- 
fixion of an entire nation while a comparatively few 
citizens settle their private quarrels. 

The general tendency in the United States has been to 
deal with strikes as violations of the anti-trust laws, and 
the chief implements of the attainment of justice has 
been the: injunction. The injunction has now become 
a'most futile, and the application of the Sherman law 
has been negated by courts and legislation. 

Anything like the British law is scouted by both our 
industrial and labor leaders. Labor fears that anything 
like the British laws would bring in regimentation of 
labor, virtual legal slavery for members of unions, and 
practical loss of property rights by corporations. In 
fact the more turbulent labor leaders of England wish 
that they had never started the train of events which 
has resulted in methods of conciliation and mediation 
between labor and capital in England that practically 
make disruptive and destructive industrial disputes im- 
possible and absolutely prohibit general strikes. Let it 
he remembered that every now and then general strikes 
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If unions are to grow more powerful, some measures 
looking toward incorporation or other means of 
public supervision are essential. Responsibility to 
discharge contractual obligation should be as firmly 
affixed to a union as to a corporate enterprise. If 
it is vital to the public interest to know how cor- 
porate accounts are kept, how much money is made, 
how much salary is paid to executives, it is just as 
logical to demand that huge labor organizations 
report their financial operations and render an ac- 


counting of their stewardship. 





are still threatened in this country, and are not unlawful. 

The situation cannot be long allowed to drift. It 
must be clarified as suddenly as the British dispute was 
in 1926. New concepts of rights and duties must be 
quickly avowed, enforced regardless of destructive lead- 
ers on either side, and supported by the mass of citizens. 

An idea that almost became law in the U.S. in 1920 
was that a strike of national import could not be per- 
mitted to proceed before an orderly and formal effort at 
adjustment had been undertaken. The threatened rai!- 
way strike of 1920 brought the issue into the open for 
quick decision and the strike was held up by an injunc- 
tion pending certain legislation. 

In 1919 the same John L. Lewis who is now leading 
the CIO in its strike against the General Motors 
threatened to put the nation out of business by a general 
coal miners strike. President Wilson brought the con- 
troversy before Congress and a great disaster was even- 
tually prevented by an injunction. 

The injunction is outlawed or all but outlawed. Public 
opinion is rising but is not vet sufficiently roused against 
the rising tide of destructive strikes; and there is no 
leadership in Congress powerful enough to defeat any 
labor legislation that is not desired by the labor leaders. 

Nevertheless labor needs regulation as much, if not 
more than capital. If unions are to grow more powerful 
some measures looking toward incorporation or other 
means of public supervision are essential. Responsi- 
bility to discharge contractual obligations should be as 
firmly affixed to a union as to a corporate enterprise. If 
it is vital to the public interest to know how corpo- 
rate accounts are kept, how much money is made, how 
much salary is paid to executives, it is just as logical 
to demand that huge labor organizations report their 
financial operations and render an accounting of their 
stewardship. Unions may not now be classed as public 
bodies but their workings are of the greatest conse- 
quence to the public interest as recent weeks have 
demonstrated. 

Great crises of this sort, great departures of thought 
and custom from those of previous ages are rarely 
brought about in haste and order. Almost all marked 
transitional periods in history evolve slowly and_pain- 
fully unless a great and colorful (Please turn to page 596) 
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BY GEORGE W. BERKALEW 


Foreign Representative of Tok Macazine or WALL STREET 


Is Communism Played Out? 


Communism’s muddy Russian waters were further 


roiled by the recent sensational trial of seventeen con- 
spirators, a number of them prominent in the thought 
and life of their country. Found guilty, following con- 
fessions which at times seemed ridiculously all-inclusive, 
thirteen have been shot and the others are serving prison 
sentences of varying lengths. What makes it so difficult 
for outsiders to comprehend is that the conspirators were 
charged with wanting to restore capitalism in conjunc- 
tion with Leon Trotsky, currently exiled in Mexico, who 
has long held views that communism should be a world- 
wide affair and that the present regime in Russia should 
bend all its efforts to make it so, instead of following a 
course of compromise with the capitalistic countries. 
The only explanation that adequately covers the facts 
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A German anti-tank gun in position during war maneuvers at Ballenstedt. 
materials are the cause of the German people being deprived of butter 


556 


is that Russia lumps all opposition, whether it be “right” 
or “left,” under the head of its mortal enemy fascism: 
it is the fascism of Germany and Italy that Russia right 
at this moment is fighting in Spain. 

One thing, however, emerges clearly from the trial, 
the inveitable confessions and the inevitable firing- 
squads. It is this: the dictator Stalin has an opposi- 
tion which he evidently considers dangerous, indication 
enough that the course of communism as _ practicsed 
today is by no means a smooth one. Is the opposition, 
however, merely a “political” opposition directed against 
Stalin and the other “ins” by “outs” with a power 
complex? Or, was it true as charged that there are 
intelligent, prominent men in Russia who, seeing the 
waste, inefficiency and gross inequalities of communism, 
now sincerely believe in a form of modified capitalism 
and are willing to attempt the over-throw of the present 
regime in the only way possible—by 
counter-revolution? Trotsky holds 
very strongly to the first view and says 
so in unmistakable terms whenever 
possible. He thinks that Stalin is an- 
other Ivan, The Terrible, that he holds 
his position by being absolutely ruth- 
less in the liquidation of his political 
enemies. Such an opinion fits in with 
statements heard frequently that the 
Russian Secret Police do a lot of 
liquidating about which no one hears 
a word, but that every now and then 
the Soviets’ curious ideas of proceedure 
make it necessary that a semblance of 
a trial be had. When this is decided 
upon, it is said that prisoners are care- 
fully combed over, drilled in their con- 
fessions with instruments of torture in 
the background, and a show staged for 
the benefit of both the Russian and 
foreign publics. There is much circum- 
stantial evidence that this is, indeed, 
so, for, as has been said, Russian con- 
fessions in the court-room have been 
considerably too all-comprehensive to 
ring wholly true. 


War 
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P dilapidated rolling stock and track, of 
‘automobile assembly lines from which 


is the envy of all the bureaucrats in 


© reasonable to suppose that there should 
) arise men to ask whether the Russian 
| people have received enough in ex- 
' change for the iron-heel of dictatorship 
' which has been pressing their necks for 
' twenty years. 


| Argentine—A Country That 
Has Arrived 


| the mistake of classing Canada and the 


' the United States, however, are fre- 
\ quently guilty of not distinguishing 
| sufficiently between the different countries of the south- 
‘em continent. 
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‘ment of European money to that country. 


Qn the other hand, the planned 
economy of the Soviets is admittedly 
far behind schedule. We hear of con- 
stant train wrecks brought about by 


come cars largely unfit for use, and 
pervading all a tangle of red tape which 


Washington. Seeing all this, it is only 





In South America they never make 


Pictures, Inc. 


United States with the independent 
countries to the south of us. We in 


The growing economic and _ political 
importance of the Argentine, for example, is not gener- 


"ally realized. Here is a young country which as a pro- 
) ducer of raw materials was exceedingly hard hit by the 
| depression, but which continued to pay in full on 
‘external obligations. Today, stable politically and with 
| the price of her exportable materials up, the Argentine 


prepares to sell in the American market-long-term bonds 


» whose coupon will be only four per eent. It is not be- 
‘lieved that any South American country has ever 
| borrowed 


in the United States at so favorable a 
rate. Another, and very significant, indication of 
where the Argentine stands today is to be found 
in the fact that there has recently developed a move- 
We have 
grown accustomed, of course, to flights of panic-stricken 
capital from New York to London, from London to 
Paris and vice-versa, but whoever would have believed 


afew years ago that Buenos Aires would shortly become 
' a haven for such funds. 


It unquestionably has, how- 
ever, and would surprise no observer of the Argentine’s 
economic improvement if the movement gathered 
momentum. 

The situation is one that should interest Americans in 


' many lines of business, for both the flight of foreign 
» money to the Argentine and the debt refundings at a 
| lower rate of interest mean that our South American 
» neighbor is to be liberally supplied with foreign exchange 


with which to pay for imports. The prosperity of the 
Argentine farmer spells an enlarged market for American 
agricultural machinery: the road-building program will 
broaden the demand for road-building machinery and 
for automobiles. Indeed, there are scores of American 
specialties which the Argentine needs, which she will 
be in a position to buy, and which she will buy if we 
only take reasonable pains to cater to her. 








An air view of Buenos Aires, a South American city in which panic-stricken 
European capital recently has been seeking a safe refuge 


The High Cost of Dictatorships 


It seems curious that communism and fascism should 
be the bitterest of enemies and yet both should mean 
about the same thing so far as the man in the street 
is concerned. Under either communism and fascism, 
the people lose all semblance of freedom: they become 
ruled by a military dictatorship that bleeds them even 
of the every-day necessities of life for the purpose of its 
further enlargement and in order that the leaders may 
strut and bluster before a more impressive background. 
According to British estimates, Germany military ex- 
penditures for the year 1936-1937 will amount to a total 
of Rm. 12,600,000,000, or some twelve times what was 
spent in 1934-1935. The total German budget for all 
purposes this year was placed at Rm. 18,800,000,000. 
Making allowance for the expected deficit, the German 
Government will spend on armaments roughly half 
its total expenditures. 

Elsewhere the story is similar. For the period be- 
tween July 1, 1937, and June 30, 1938, Italy announced 
a budget of 24,000,000,000 lire, excluding armament ex- 
penses. Some time prior to this statement, however, 
she said that it was proposed to spend 12,000,000,000 
lire on armaments, the program to be completed by 1938. 
Although the military dictatorship in Japan is less 
complete than in Germany and Italy, the army is so 
potent a force that it has succeeded in having its way 
with China so far, despite the efforts of the industrialists 
towards a milder policy. Recent news dispatches place 
the pending Japanese budget at about 3,000,000,000 
yen, say $870,000,000, of which $400,000,000 are for the 
army and navy. 

Is there any wonder that peoples in these countries 
are being steadily ground down to a lower standard of 
living. In Germany we hear that there are shortages 
of butter, shortage of good (Please turn to page 589) 
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Dividend Foreeast for 1937 


PART Il— Motors and Motor Accessories, 


Steel, Packaged Foods, Sugar, Meat Packers, 


Tobacco, Liquor, Motion Pictures, Chemicals. 





‘i year 1936 was one of 
marked business recovery and 
there is every indication of a 
continuance of this trend in 
the current year. 

Growing confidence, — the 
huge replacement demand and 
the anticipation of a rising 
price scale are all indicative of 
more activity in most lines 
and a generally favorable profit 
trend which will find expres- 
sion in dividend payments. 

Last year witnessed a large 
number of dividend resump- 
tions, increases and, of course, 
a veritable flood of extras occa- 
sioned by the workings of the 


INDUSTRY 

A— Active; further progress indi- 
cated. 

B Active; further progress may 


C—Depressed; prospect for re- 
covery favorable. 

D—Depressed: no nearby im- 
provement indicated. 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


The 


COMPANY 
1—Good earning power; sub- 
stantial gains indicated. 
2—Improvement in ex:ning ex- 
pected. 


forced to continue or increase 
the liberality of disburse- 
ment. 

As is always the case not all 
industries, nor certainly all 
companies, will fare alike in 
the months to come. Some 
corporations have already 
reached capacity with respect 
to present facilities; others 
which were late in recovery 
have great improvement be- 
fore them. 

It is to serve the individual 


and the specific need of the 
investor that this Dividend 
Forecast is prepared. Part I. 
covering railroads, public utili- 


3—Gain in earning power may 
be slow. 


4—Earmings outlook  unfavor- 
able. 





new tax on undistributed cor- 

porate profits. The result was a record volume of pay- 
ments not heretofore approached since the boom days. 
The current year will doubtless see even the 1936 total 
surpassed. While the undistributed profits tax may be 
subject to some modification in the present session of 
Congress, there is no chance of its being repealed, 
and corporations with larger profits flowing in will be 


ties and the equipment indus- 
tries appeared in the preceding issue. Part II is pre- 
sented herewith. Part III in the February 27 issue will 
deal with oils, metals, aviation, building, merchandising 
and many miscellaneous companies. 
The tables and comments comprising this feature are 
accompanied by our investment ratings which are ex- 
plained in the table herewith. 





Strikes Obscure Nearby Motor Outlook 


= year was a good year in the automobile indus- 
try. Factory sales totalled some 4,565,000 units, or 
about 11 per cent larger than in 1935. The industry and, 
indeed, the whole country had been looking forward to 
an output this year that would pass the 5,000,000-unit 
mark. There was even some talk that the 1929 record 
of 5,600,000 units might fall. Unfortunately, serious 
labor trouble has arisen to threaten the well-grounded 
hopes and further difficulties are not an unlikely pros- 
pect. 

On the strictly economic side the outlook for the 
automobile industry could hardly be improved upon. 
Business generally is much more active: purchasing 
power throughout all sections of the country is larger. 
This year was to be the year when the enormous number 


of cars built in 1928 and 1929 were due for replacement 
and this fact, taken in conjunction with the enlarged 
purchasing power and the fact that the automobile 
offers greater values than ever, constituted more than 
enough reason for believing the outlook a rosy one. 
Had matters proceeded as was generally forecast, profits 
and dividends of automobile companies would have 
exceeded those of last year—the larger disbursements 
being neither at the expense of labor nor at the expense 
of management. During 1936, the automobile industry, 
exclusive of Ford, paid dividends of about a quarter- 
of-a-billion dollars, or roughly two-and-a-half times as 
much as was paid in 1935. 

In the eyes of Mr. Lewis and other C. I. O. leaders 
the strike which has paralyzed the operations of General 
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Motors, a company accounting for some 40 per cent 
of the automobile industry’s entire output, is to be 
merely a preliminary skirmish. Following victory (an 
outcome by no means assured) they propose to turn 
their attentions to other automobile companies and 
the steel industry. How much effect these strikes, both 
present and prospective, will actually have on automo- 
bile output is anyone’s guess at the present time. In 
all probability the answer depends largely upon the 
length of time the various companies can be _ held 
inoperative. If General Motors were to open again 
shortly, it is a reasonable supposition that extra pres- 
sure would make up the lost ground before long. The 
same thing would hold true of Ford and Chrysler if 
they became subject to similar attack. 

On the other hand, there is some possibility that 
intervention either direct or indirect on the part of 
the Federal government in favor of the strikers would 
make for a labor controversy of the utmost seriousness. 
There is every reason to believe that the companies 
will not give in to “sit-down” strikers without contest- 
ing their rights every step of the way, regardless of the 
pressure brought upon them by Widhinaton, Especially 
is this so in view of the strong evidence existing that 
the striking element consists of only a small minority. 

The obscurity surrounding the whole automobile 
situation makes a forecast as to how stockholders are to 
fare during the present year subject to wide error. If 
one were forced to hazard a guess, however, it would 
be to the effect that C. I. O. will lose the main battle 
and lose it without causing a major reversal in the 
upward trend of business in general and the automobile 
industry in particular. But labor will likely win further 
concessions as to wages and hours which cannot he 








without some effect upon profits and dividends if prices 
of automobiles are kept where they are now, or some 
effect upon demand if prices are raised to compensate 
for higher costs. 

In large measure the outlook for the stockholder in 
the automobile accessory companies is the same as that 
of the stockholder in the automobile companies proper. 
There is, however, this difference: throughout the auto- 
mobile accessory companies there has been a strong 
movement over the past few years towards diversifica- 
tion of activities. Today, the accessory company wholly 
dependent upon the automobile industry is a rarity: 
many of those included in the accompanying table do 
less than fifty per cent of their business with the auto- 
mobile industry, the balance being scattered over a 
score of different fields. 

The effect of this diversification will be to cushion 
repercussions of adverse developments in the automo- 
bile industry, although the accessories naturally cannot 
hope to do well unless automobile production is active. 
A factor, however, which somewhat offsets the benefits 
of diversification is the possibility that the individual 
accessory company will have labor trouble — labor 
trouble more-or-less apart from that which threatens 
the whole automobile industry. In the past two or 
three years many accessory companies have had 
strikes, “sit-downs” and other interruptions that have 
not been part of C. I. O. main strategy. Nevertheless, 
of one thing the accessory stockholder may be certain: 
he will obtain from the majority of companies in this 
class the greater part of any profits that are available. 
for their past record, even before the tax on undistributed 
earnings, had been exceptionally good in this respect. 

Basically, the outlook for (Please turn to page 596) 
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Earned per Share Price Range 
a ‘ —_ 1936 Recent Paid Market COMMENTS 
Rea as 1935 1936E_—— High Low Price _ 1936 Rating ; ce 5 ee ee a 
Aubum......... defa defa 54%, 2652 34 B-4 Reports another loss for a period during which the industry 
ek Latte ! aa ; __in general did well. ~ wm f 
Ch le beers 8. 07 13. 1383 51 128 12.00 B-1 Stockholders were ‘treated generously last year. If com- 
ie — ” _ pany can escape labor trouble, as it has so far, dividends 
l—_ ; ce : _ ___ this year should again be large. _ cos ae 
Ford Motor, Canada A". 1. 17 SoU. oT. 1.00 B-2 _ Plans expansion to lift capacity to 100,000 units a year. 
Ford Motor, Ltd...... 6.6% 5% B-2 Widespread improve t in Britain and elsewhere help com- 
ae ae ; ; f —_ —. Seen oe a : 
General Motors. . . 3.69 5.20 77 53% 68 4.50 B-1 Whether this year's earnings gs and dividends can exceed those 
of last. depends upon early settlement of present labor 
a a er eee ea 
Graham-Paige........... def def 4% 2 B-3 > that company will build tractors for Sears, Roe- 
uc oe ne 
ce Ree 0.38 1.50 225%, 13% 33 B-1 A strong candidate for dividends th this year. 2 1S. 
RD seas Pasay srovae Sine wl4 def def 3% 1 B-4 Special meeting called to id ization of capitali- 
aS cal : Sats tation. 
© Mack Trucks.......... def 2.20 49, 2732 49 1.50 8-1 Believed to have large unfilled ‘orders « on hand. 
Nash-Kelvinator.......... : POF? <n 23 : B-1 Consolidated organization declares an initial dividend ‘of 25 
cents, payable February 1. Business of both divisions im- 
= : ’ a proved. ‘ pws 
Packard.......... 0.22 0.40 13% 6%e_ | 0.45 B-1 "Introduces n new, lower-priced “ _ 
ESS er def def 8, 4% B-2 May do better now that y is to ¢ trate upon 
ae - eS Ae iets ae wor commercial lines exclusively. PE Fe - 
Studebaker.............. def 0.80 15% 9%, 17 B-1 Has recovered kably since pletion of reorganiza- 
x ; er Fee _ a le } tion on March 9, 1935. ae =e ; 
. White Me /hite Motors... si .. def (100  —-—- 28H 1834 29 B-1 Moved froma large loss in 1935 to a substantial profit in 1936. 
® Yellow Truck “B”.. Renate Nil 23) 83 30 B-1 At the year end declared a dividend of $35 a share on ac- 
“ ’ count of preferred arrears. Reported to have orders that will 
‘ee ee ee ee Pane tax capacity all this year. a 
E Estimated. eo Dividends nadia by individual companies. ~Siw to ilies 30. 


In our opinion the more at:ractive profit opportunities. 
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Position of Leading Motor Accessory Stocks 
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ere acts we < —_ _rw COMMENT 
Company 1935 1936E High Low rice 1936 Rating a 
Bendix Aviation............ 1.51 1.40 3234 215% 28 1.50 B-2 Profits in the last quarter of 1936 cut by labor difficulties, — 
‘Be i er ie t does only some 50% of its 
Bohn Aluminum............ 4.51 3.50 631% 401/, 43 3.75 B-3 Although _o. sage edt bile ane, the swing away from 
pag val pistons and other parts has been an adverse 
factor. =a 
© Borg-Warner............. 5.89 6.50 9014, 64 79 4.50 B-1 Wide diversity of op puts company on a sounder basis, 
Briggs Manufacturing.......... 4.77... 5.50 «647g 43%, 56 4.00 B-2 A merger with Motor Products is caeet. If consummated, 
activities will be b 
Briggs & Stratton.......... ‘ 3.54 3.40 ~ 69 47 49 3.00 B-2 _Last year's dividends were closely in line with earnings. 
Budd Manufacturing.......... 0.31. Nil 15% 9% 13 ees B-2 Business i Be light-weight, stainless steel railroad equipment is 
growing fast 
‘Budd Wheel........ eats ee “0.80 14 834 —  - 0.20 B-2 Common dividends initiated in D b Field is highly 
competitive. 
“© Campbell Wyant & Cannon. 1.909 2.70 40%, 30” 33 2.25 B-1 ee he newly developed lines appear to have fine profit 
possibilities. 
Clark Equipment. . Pen Nil, 4.60 461, 23% 37 1.60 B-2 _Last year's dividends were right up to estimated earning power, 
Cleveland Graphite Bronze. 3. 95 3.50 47'2 ae 38 2.50 B-3 Higher raw material and other costs lower profits moderately, 
Collins & Aikman..........  6.28a 6.44bA 66%, 39% 61 4.00 B-2 Menulectorer of automobile fabrics is enjoying a very profit. 
able period. 
Eaton Manufacturing. ....... 255° 3.60 401, 281, 35 3.87%  B-2 = It is believed that the company will pay out practically all its 
profits in dividends. , 
Electric Auto-Lite..... a 3.50 4h ~—« 30%, 44 2.60 B-2 1% preferred stock to be replaced with 4% convertible de- 
ntures, 
Firestone Tire &Rubber..... 1.53¢ -3.28Ac «36% 247% 35 1.40 B-2 Last dividend 50 cents payable January 20, Tina ; 
joodrich, B. F.......... - a . 35% 5 - J B-2 Lai rs on old 7% preferred eliminated by recapitali- 
” anaes any ais _ — aed 7 _ ea anda special weed distribution made on the com- 
mon, 
ee st .90A 1% £4232% ~~ yj a With substantial earning power last year and now that pre- 
oe — — 7 vis - . ferred ‘am have been successfully eliminated the common 
ae ar: a is a strong candi for 
Houdaille Hershey “B" Tae 2.57 7 ° aS 22% 27 2.87%  B-2 Last year's dividends were closely in line with estimated 
r a - earnings. 
Kelsey Hayes Wheel “B"... . 2.40 2.00 24% 17% 19 1.50 B-2 Declares initial dividend at the year-end. 
© Marlin-Rockwell. . : 3.28 5.00 56% 41 48 5.75 B-1 Both earnings and dividends gain sharply. e.. 
Midlend Steel Rede... exks 3.23 3.50 485 21% 42 4.00 B-2 Third quarter earnings cut by labor trouble, finally settled 
by granting an advance in wages. __ = 
Motor Products............ 2 2.76 3.50 43% 28% 36 3.25 B-2 a merger with Briggs would seem to be mutually bene- 
Motor Wheel.............. 1.28 2.30 27 151% 24 1.10 B-2 Activities iderably broadened in recent veers 55% ded 
Murray Corp. of America... . 1.54 1.70 22 4 20 0.50 B-2 Dividend paid in coadbar was the first since the 2% st 
so aus eal fe Rs < distribution made February 1,°1930. 
© Raybestos-Manhattan...... 2.16 2.80 38% 28% 35 1.75 B-2 _ Less affected than some by motor strike because large part 
of automobile accessory operations are in the replacement 
field. 
Reynolds Spring............ : > i 2s ° 31 1.00  B-2 A 100% stock dividend wes paid last year. 
Spicer Manufacturing... ..... 1,39 | 3.30 37 13% 31 ~=—s_ 3.00 B-2 Does much better despite the h ing effect of labor unrest, 
Stewart-Warner............. 1.39 1.60 2414 16% 19 1.00 B-2 S continuance of current earning power would indicate fur- 
er extras. 
Sa  —— whe sé 12 ..:- __B=3__ Important refinancing was effected in Decemb ae 
Thompson Products......... 2.60 2.79 32% 245g 27 1.50 B-2 Airplane line is b ing i ingly important to this 
= oe company. 
© Timken-Detroit Axle...... 1.02 2.30 27% 12 25 2.00 B-2 Axles and transmissions are still by far the most important line, 
but the company is attempting to attain some diversification 
ea EE en eee ae of activities. 
Timken Roller Bearing....... 3.10 3.75 74% 56 78 3.75 B-1 — declared last year were right up to estimated eamn- 
ings. 
SS aa Nil sees 49% = 16% 55 wee B-2 Cc y is undergoing rapid internal rehabilitation. hari = 
Young Spring & Wire....... 4.44 4.90 55 42, 46 3.25 B-2 Announces plans for extensive plant ex>aasion. 

















E—Estimated. A ein ion. 1 a Pane to a Clheney 28, 36. + ales nepadion to eit 28, '35. 


©—In our opinion, the more attractive profit opportunities. 


c—Year to October 31. 





Further Moderate 


Progress for Food 


Companies Indicated 


B,.. -AND-LARGE food companies did somewhat better 
last year. As a result of the general increase in con- 
sumer purchasing power there was a swing towards the 
higher priced, trade-mark products. People were less 
disposed to consider the premium that package goods 
customarily command. At the same time, mounting 
volume tended to lessen cutthroat competition, for it 
is usually only when a market is contracting that 
business will fight to hold what it has at a loss. 

On the other hand, rising prices continued to make 
for unsatisfactory profit-margins in many important 


560 


lines of food products. This was the principal adverse 
force in 1935 and, although it was less potent last year, 
it was still something with which to reckon. A glance 
at the accompanying table, however, will show that the 
earnings of most food companies were better in 1936 
than in the previous year, so it is apparent that the 
favorable influences were the stronger. 

Profits in the baking field were sharply higher last 
year. Larger volume generally, the increased demand 
for cakes and other semi-luxury products yielding bet- 
ter than normal profits and, in some instances, a cessa- 
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tion of labor trouble were the factors mainly responsible 
for the improvement in the face of greatly increased 
costs. Also, it is believed that many baking companies 
foresaw a higher market for raw materials and bought 
ahead quite freely. If this is so, then, when the time 
comes to replace these stocks at the new and higher 
quotations, there may well be some flattening out in 
the upward trend of earnings. However, so far as one 
can see the trend should still be upward. 

According to reported figures, the meat packers did 
better in the vear to October, 1936, than in the corre- 
previous period. In a number of instances, 
however, the favorable comparison was the result of 
taking the unpaid processing taxes into the income 
account, either in whole or in part. From an operating 
standpoint the year to October, 1935, was the better, 
for an excess of animals forced to market by the drought 
last year made for lower prices and consequent inven- 
tory losses. Currently, the near-term outlook for the 
packing companies is quite good. Higher prices for 
meat are being generally forecast for the spring and 
summer and the packers should report large profits on 
their present stocks. 

Because of the all-time record consumption of cheese, 
greater demand for ice cream and other products, the 
dairy companies are expected to report a reasonably 
satisfactory showing for 1936. That the stocks fail to 
act better marketwise can be attributed to the political 
obscurity which surrounds the future. The Federal 
Trade Commission proposed the other day that milk 
be made the object of governmental regulation through 
pacts between the states, backed by federal legislation. 


sponding 


some kind, will be acted upon, or in what guise regula- 
tion will emerge finally, only time can tell. 


Record Output of Cigarettes Bolsters Profits 


The tobacco companies, or rather the larger ones 
whose product is principally cigarettes, were helped by 
the record breaking demand for their main line. Cigar- 
ette output last year totalled some 150 billion, a gain 
of almost 12 per cent over 1935. The increased volume 
more than offset the sharply higher costs. Costs, how- 
ever, will be still higher this year ‘and it was in order to 
meet the further rise that the big companies recently 
raised the price of cigarettes fifteen cents a thousand 
to $6.25 a thousand. The latest advance should just 
about cover the extra cost. This would mean, if profits 
this year are to be better than last, that there must be 
a further gain in demand. 

So far as the dividend outlook is concerned, the food 
and tobacco companies promise the stockholder greater 
stability than any other groups. These are consumer 
industries where volume and earnings fluctuate much 
less than elsewhere. At the present time they conceiv- 
ably may be considered less desirable than the heavy 
industries, which appear to have something of a boom 
before them. But certainly they offer the stockholder 
a higher current return than he can obtain from com- 
panies in the heavy industries and, over the years, a 
more certain return. Where else in these tables can 
one find a group w her re so many paid dividends right 
through the depression? For the sake of relatively high 
yield and more than ordinary assurance as to its receipt. 
attention. 














































































































Whether this, and other proposals for regulation of the foods and tobaccos deserve 
Position of bases Food Stocks 
Earned per Share Pe "ce hae ar es Div: i, 
ees — ~ Recent Paid Market 
COMPANY 1935 1936(Ex) Hish Low Price 1936 Rating COMMENT 
lL ee re 0.53a 0.74Aa 73, 4g 10 B-2 - Big dividend of 15 cents has teen declared. Payable 
» ei na =. hah eit. ; . : a arc 
Beatrice Creamery............ 0.41b 2. 20¢ 283, 18 26 0.50 B-2 Extra dividend of 50 cents paid January 2. Full benefit of last 
year's exchange of 7% p d for $5 p d will be had 
Ses ——® —— ee from now on. 
UBeech- Nut F Packing... Pease tae 5.20 6.20 112 85 106 6.00 B-2 Extremely strong liquid fi enable pany to distribut 
iidlon..- ; ; = ie) > Se ee A. __ dividends right up to earnings. 
MRR sce Sreian aaa Ss 1.10 3234 255% 27 1.60 B-2 Hampered by ‘“‘controls," although it is believed that last year's 
ee ae g E = : __ earnings will show improvement. a 
California Packing. ........... 2.636 483/, 301%, 44 1.50 B-2 A dividend (extra) of 50 cents in cash or optionally 2/200 of a 
share of 5% preferred was paid January 25. Further extras pos- 
a 7 m sible later on. 
Continental Baking “A”... ... Nil 1.01A 353% 1034 35 B-2 Dividend arrears on the preferred as of Jan. 2, 1937 totalled $14 
a share. 
® Com Products Refining Were 2.62 3.80 821% 6352 69 3.75* B-2 Likely to continue a minimum dividend of $3: extras according 
es Sear Sea a ; ard ee ae te _____ to earning power. x 
Cream of Whe: Wheat... anna hind Ness 2.01 2.20 37% 35 36 2.25 B-3 A aynnte dividend of at least 50 cents a share seems well 
Se et os —_— eee eee ¥ 
Cudahy Packing. . 6 _-1.35a 2. 2.65Aa | Aa 35% 41 2.50) Be 2 _Long- maintained dividend again covered last year. \ 
General Baking. yosceccssesecss ODT 1.30 — 20 ws 10% 17 1.20 B-2 Probably will continue to pay right up to earning power. i, 
"General Foods........ slate 2.23 2.80 44 33% 43 2.25 B-2 _ Stock was placed upon ar a regular $2 annual basis in January. 
General Mills........ 4.12d  —3.40Ad 70% 58 64 3.00 _—_—B-3 __ Package food lines believed to be expanding fast. 
Hershey Chocolate........... 5.39 3.50 80 58% 66 3.60 B-2 It is believed that the current high price of cocoa will lenen keen 
Pepe. in toe ae competition. ae = - 
Loose-Wiles Biscuit........... 2.35 2.60 45 38%, 41 2.00 B-2 ee of the present $2 annual dividend seems quite 
_ assure’ 
National Biscuit.............. 1.31 2.00 38%, 2834 31 2.00 B-2 Geuais increase in purchasing po' power sshould make for further mod- 


erate improvement. _ 
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(Please turn to next page) 
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Position of Leading Food Stocks (Continued) 







































































Earned per Share Price Range divs. 
oOo 936. Recent pour Market 

____ Company 1935 1936(E) High Low Price 1936 Rating COMMENT | a, 

National Dairy Products....... 1.38 2.00 281, 21 23 1.50 B-2 Politics j is growing an increasingly important lector § in the. distriby. 
tion of dairy products. 

@ Penick & Ford............. 2.85 3.80 73 60 60 3.75 B-2 Should do better if this year's corn crop is normal and command; 

aie no more than normal prices. 

. | aa es 2.80d 1.65Ad 3714 2756 31 1.60 B-3 Company's earnings record is a more than usually stable one 

| def 0.89A 2014 9% 20 1.00 B-2 ny | year was one of extensive recovery. 45-cent extra declared 

Sa) to carry dividends right up to estimated earning;, 

@ Standard Brands............ 0.97 1.12A 181/ 143% 16 1.05 B-2 a NS apeer expansion of earning power and dividends is 

1B Swift _. a Seen 1.484 r 2.05Aa 26% 20%, 26 1.85 B-2 Large, non-recurring credits in the figure for last year's earnings, 

pe a ___Near-term outlook better. 

Swift International... ......... $3.00 ies 35% 28, 31 2.00 B-2 Should continue an attractive income-producing medi 

United Biscuit of America... .. 1.74 ; 2.80 335 24%, 29 1.60 B-2 hed. veers pencoge estimated to have been considerably in exces 
__ of dividends 

Ward PT. soe vacnex<s Nil Nil 7132 2% 8 d saa B-2 Preferred dividend arrears as s of January 2 totalled $18. 75 a share. 

Wesson O'l & Snowdr't..... 6.52e 4.40Ae 52% 335% 47 2.50 B-2 Earn‘ngs fluctuate widely. 

Wison &Co..... eae se a ‘ 1.08a 1. 06Aa 11 65 10 0.50 B-2 Prospects favor the meat packers over com'ng months. “May pay 


an extra, or even a somewhat h* gher regular rate. 


(F) Estimated. A—Actual earnings. ‘*—-Plus extra in stock. a—Year to Oct. 31. % Year to Feb. 29, 1936. c— Year to Feb. 28, 1937. é- Yours 
May 31. e—Year to Aug. 31. s— Gold pesos. 






























































Position of meena ntl Stocks 
Earned per Share Price ay ‘Div Ss. 
—_—1936———--~ Recent Paid Market 

COMPANY | : 1935 1936(7) mn 4 Low Price 1936 Rating __COMMENT Me -- 
American Chrystal Seow = 1.38a 3.506 32 16% 32 0.50 B-2 Results for year to March. 1938, depend upon size of crop and 
: sce Dia ail ad aaa aE at ae .. Sees Pee ee 
® American Sugar Refining. . . 0.93 3.00 635% 48% 53 2.00 B-2 Cuban properties doing much better. 
™ Central Aguiree Associates. 2.15¢ 3.42Ac 37% 25% 35 2.50 B-2 Extra of 50 cents peid January 2. 
Cuban- American Sugar. . ni e 0.24d 0. 65Ad 14, 6% 11 ey B-2 Very large accumulations on the preferred stock. — 
Fajerdo Sugar. . fiuah es : ; 3. 69Act 61% 31% 61 1.80 B-2 Has been doing well. 
Great Western Seoer... 2.48e Rope 421%, 31 36 2. 40 B-2 Special dividend of ‘$1. 30 paid Jenuary y 25. Compeny is is seg 
: aad ; ae ge Scie ae mas in liquid resources. a 
Guantanamo Sugar : defd eee 4, 156 3 cues B-2 Cuban producers have been doing better. Large accumulations 

ee = 2.5 eee ote aes. -, on the preferred. a ae : 

Holly | Suse res ' : 5.02a Se: 42% 1914 35 2.00 B-2 All arrears on the preferred cleared up last year and dividends 
I ake ; cane a ; es ae initiated on the common. a 
National Sugar Refining * def ee 3014 23 26 2.00 B-2 Coming report should show black figures. 
South Porto Rico Suger 7 - 1.82d 3.00Ad 351% 26 35 3.25 B-2 On the basis of last year's dividend, 4 better then « average rem 


_is } obtainable. “Si 


(Fy. Seti, ro snied earnings. a = to March 31, 1936. rs Year to hina 31, 1937. c Shertstily: 31. a Year to Sept. 30. e Yeurts 
Feb. 29, 1936. t—Before Federal income taxes. 





Position of Lenny Tobacco Stocks 
























































Earned per Share Price Range ite. 

- 1936 Recent Paid Market 
_ COMPANY 1935 1936(- ) “High” __ Lew _s—~Prrice 1936 _— Rating ___ COMMENT a 
American Snuff... . 3.29 3.00 73% 57% 64 3.25 B-3 Higher rev raw , material costs tend to narrow profit margins. 
Ametican Tobacco ‘'B"’. ‘ 4. 57 5.00 _ 104 8814 99 5. 5.00 B-3 Believed to have just covered reguiar annual dividend last vear. 
General Cigar. . ae ae 3. 65 3.70 59% 49 48 ‘4.00 B-3 Dividend fortified by strong financial position. 
Helme, G. Ww. peo 6.92 6.50 141 447 125 7.00 B-3 Usual $2 extra will doubtless be tinued. 
BH Liggett & Myers “Be Lance. “ae 7.25A 1161 97%, 112 7.00 B-3 Last year's earnings established a new high record. Moderate 

ms _ bank borrowings finance higher cost inventory. 
tS” 1 aaah eee ’ 1.26 151A 26% 2114 26 1.80 B-3 Last year's dividends were somewhat above estimated earnings. | 
Philip Morris. Sie wee 5.80a 6.006 401% 66 75 1.50 B-3 Business has grown so fast that it p ts fi ing probl 
Reynolds Tobacco “B"........ 2.39 2.93A 6014 50 56 3.00 B-3 1932 was last year in which regular dividend was fully covered: 
Aa ee a ee, eee the gap is narrowing, however. 
BU.S. Tobacco............. 7.49 8.89A 144 131 130 10.75 B-3 In dditi fren | a profitable tob and snuff business, company i 
thing of an i tment trust. 














4 (E)—Estimated. A~Actlecscion. © ase ia March 21, 1936. b—Year ended March 31, 1937. 
@ Our preferences as long-term ied 
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The sinansccanls and outlook for the steel enoasinen are 








=< Earned perShare Price Range _ m 
ai? Seb eT = 936. ecent 
COMPANY 1935 1936(e) Hish Low Price 
| Aeme Stee! . 5.37 6.00 14%, 59 68 
I Allegheny Steel.....0.00.. 1.50 2.00 40% 26% 40 
” American Rolling Mill 2.26 2.25(a) 37 23%, 35 
j OBethlchem.......... do.70 2.09 77% 45% 84 
byes, A. M....... Ni(b) —sNil(b) 291 16% 30 
@ Colorado Fue! & Iron 2.80 48 28/4 46 
Continental Steel... . 1.69(f) 2.67(f) 46 25 30 
Crucible Steel... 41.07 2.25 5635 28 64 
Granite City.......... 2.42 1.25 44 241, 48 
Gulf States.......... 0.01 1.754 63 2832 77 
@inland ........... 6.54 8.597 122 885 115 
@Jones & Laughlin... . . d7.82 d 100 30 112 
Keystone Steel & Wire 1.40 1.90(f) 245% 17% 42 
RS. Gocete bas 6 1.67 2.00 35 221/, 32 
McKeesport Tin Plate 7.12 6.00 1181 831 84 
National Steel... .. 5.16 5.£07 78 57/4 83 
Gis Stesl.......... 1.69 1.50 20/4 12% 18 
Republic Steel. 0.49 1.747 297% 16%, 35 
Sharon Steel.......... 2.74 3.00 32% 203, 34 
So a d1.25(c) d1.73{c) 72 401/, 50 
Superior Steel............... 0.41 4.00 “425g 9% 39 
U.S. Pipe & Foundry........ 0.88 3.454 63% 21% 71 
PRUPSINGG ss ccccccsccsscs, GST 2.903 797. 46% 100 
Wheeling Steel............. 3.12 4.25 39% 2114 51 
* Youngstown Sheet & Tube... 0.64 7.031 87%, 413, 83 


Fiscal year aia Sept. 30. 
On present stock. 


(b)— 
(s) 


(a)—On increased number of shares. 
earnings. (f)—Fiscal year ended June 30. 


Position of Leading Steel Stocks 


discussed in the article appearing on page 546 



































































































































Divs. 

Paid Market 

1936 Rating ee COMMENT __ a) 

4.50 A-2 Upturn in current eamings may be less p ct 

Pe; favorable for sust Extra Tings — om 
1.65 A-2 ] rtant fact: of light alloy steels. Steady earnings 
= forecast. May pay further extras. 
1.95 A-2 Increased amount of and g tition fore- 
shadow more restricted gains in oat Biidesds secure and small 
az ___ extras probable. 
1.50 A1 Prospects favor substantial gains in current earnings, accompanied 
by larger dividends. 

None A-3 Loss last fiscal year amounted to $330,793 vs $869,545 in 1935. 
—" accumulations total $26. 50 per share. ‘Prospects un- 
certain, 

None A-2  Realisti izati ength tion of Out- 
_look | lends ‘speculative Pe to tom. ay 

1.50 A-2 Earned about $1.25 in 6 mos. to Dec. 31, 1936. Last div. 25c 
_on Some improvement in later results likely. 

None A-2 May shortly take steps to eliminate preferred arrears totalling 
$25.25 a share. Machine tool d d should current 
earnings. ey : 

1.00 A-2 Plant rehabilitati “should be reflected in important 
economies. _ Lower 1936 net due to temporary shi shut-down. 

None A-2 Retirement of prefened effected Jan. 1, 1937. Stockholders will 

_be offered 214 shs. Republic Steel, 

4.50 A-1 Company had large backlog of orders at beginning ‘of 1937. 
Larger dividend probable. : 

None A-2 Earned $3.11 or common in last half of 1936. Preferred accu accumu- 
lations of $26.25 likely to be eliminated this year. Shares have 
longer term merit. _ 

1.00(g) <A-3 Earnings in 6 mos. to Dec. 31, 1936 “off about 50%. to 50 cents a 
share. Some later improvement should be shown. "Last dividend 
15 cents. 

1.25 A-2 Output enlarged to include diversified line of stainless steel 
products. Aggregate = ; should be larger in 1937. 

5.50 A-3 Lower reflect reduced profit margins on tin containers. 
Prospect of aggressive new competition an uncertain factor. 
Regular dividends fairly secure. 

3.121% A-2 Prospects suggest probability of sustained rather than sharp gains 
in earnings, due to pany's prep of ligh‘er steels. 
; Dividends safe. 

None A-2 Lower earnings last year due to substantially higher taxes. Re- 
cent refundin king capital p 2 

None A-1 1936 | comings Sy in ‘present age "s history. Acquisition of 
Gulf States prop Eli of old preferred accumulations 
would pave way for payments on common. 

1.05 A-1 Shares reasonably priced and company should further enlarge 

__earning power this year. 
None A-2 Earned 88 cents a share in 12 months to Oct. 31, 1936. “Later 
2 _gains may be more pronounced. 

None A-1 Substantial gain in earnings foreshadows favorable dividend action 

this year, payments heretofore precluded by bond indenture. 
1.62% A-1 Recently declared four dividends of 75 cents each for 1937. Out- 
look promising for further upturn in profits. 

None A-1 Current year should see elimination of preferred arrears and te- 

on sumption of common dividends. Shares have longer term merit. 

None A-2 Demonst’ _, strong earning power in final quarter. Preferred 

: arrears $23.50. 
None A-1 All preferred jai recently discharged. Funded debt 


being gradually replaced by stock. Common dividends immi- 
nent and shares have promising possibilities. 


_(d)—Deficit, (e)—Estimated. { 





yeowery 


ee — Fiscal year outed July 31. 





—In our opinion, the more attractive profit opportunities. 





Movies in Strong Position 


i past year in the motion picture industry closed 
oa highly optimistic note, and the beginning of 1937 
finds the industry in the strongest position since 1929. 
The main contribution to this promising state of affairs 
cent increase in the average 
weekly raising 


attendance at motion picture theaters, 


sstoss receipts to the $1,000,000,000 mark for the first 
time since 1929. 


as a whole, last year 
produced about 500 feature releases, involving an ex- 
penditure of some $10,000,000 more than in 1935. Also, 
according to the Department of Commerce, about 500 


The industry, 


itheaters were constructed or reconditioned last year. 


The effect of increased attendance was reflected not 





1937 





only in the gross and net of several leading producers, 
which also operate extensive theater chains, but in 
increased film rentals for those companies less directly 
affected. With the benefit of more equitable theater 
rentals, which were subjected to a more or less drastic 
readjustment during the depression years, increasing 
admissions, already noticeable in gross income, promise 
to result in appreciable gains in net. Once the fixed 
pay-point in a theater has been passed, it would be 
possible to handle increased attendance without a cor- 
responding increase in expenses. 

The industry, more and more, is concentrating on the 
production of quality pictures and while this emphasis 
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on quality rather than quantity adds to production costs, larger cities, of raising matinee prices, reducing thf 
the increased expense in most instances is more than period of cut prices and gradually eliminating sudf 


39 


offset by larger rental returns and a smaller percentage depression inducements as “bank-nite, 
of unsuccessful features. The most successful producers and their like. 


with the largest number of “hits” to their credit are Some measure of the rejuvenation of the motion pic ff 
those which have spent generously for high-quality ture industry has found reflection in the shares of thf 
script material, competent directors and acting talent. leading companies but in relation to the substantialf 


The average theater admission price is still below the promise of 1937, most of the representative motion pic 
pre-depression level. That there is a definite trend ture issues are reasonably valued. Also several of thenf 
toward increasing admission prices, however, is indicated appear to be in line for an increase in dividends some} 
by the policy of many theaters, particularly in the time in the near future. 





Position of sennnted Motion Picture Stocks 





























__ Earned p per Share ~ Price Range 2 > » Divs: v: eee, 
i Simao PS ——_— 1936 —_____. ecent ai arket 
COMPANY 1935 (1936(e) High __* Lew. Price 1936 Rating __ COMMENT 
Columbia Pictures... .... " 5.81(a) 4.96(a) 451% 31 36 1.007 B-2 Recent earnings have shown some improvement but prosped 
ese tee ca ea Pia ere ee eta __depend upon success of later releases. a 
Consolidated Film....... 0.53 0.45 7%, 4% 5 None B-3 Proposed recapitalization delayed, and any action on commo 
; Me ae ; i ; Z OT IE oe __ dividends unlikely in near future. CO 

2 a a en 4.42(b) 6.73(b) 67% 43 77 3.50 B-2 Earned $2.14 in November quarter vs. $1.08 same period '3) 

nee > dL aS ae ite May earn $2.50 in February quarter. Further extras probabl 
® Paramount............ 0.78(c) 2.00 25 7 28 None B-2 | rtant reduction in head and contemplated refundin 


should augment ed upturn in theatre and feature incom 

ice sara : Je Sa. = . : May earn $4 in ' 
Radio-Keith-Orpheum.......... ene 10% 5 8 None B-2 Income sharply bps last year. In process of capital reorgan') 
zation. Proposed plan appears reasonable. 
































Technicolor............. dt 0.75 £32% 1739/4 24 ~—s0.50 B-3 eee output of color films planned for '37. Addition! 

: ne eS ee el ive ibalde ivs. likely. q 

© Twentieth Century-Fox. 1.24 4.50 385% 22% 45 2.00 B-2 —- favor further gains in net accompanied by larger divi) 
: i Senet Se! ee = See lends 

Warner Bros............. 0.07(f) 0.75(f) 1834 9% 15 None B-2 Earned 52 cents on in N ber quarter as again 


25 cents in same period of 1935. Plans sale of comma 
_to strengthen 1 working « capital. 





(a)}—52 =e saan on or rs rome 27. ~(b)- —Fiecal year ended ea: 31. (c) Before special reserves. (d) Deficit. (e) ‘ened. ~~) Hed 
year ended on or about Aug. 29. {Plus stock. ©@—In our opinion, the more attractive profit opportunities. 














Position of Leading Liquor Stocks 





_ Earned per ‘Share Price Range : Divs. 
193 
































Spe Aa 6—-— Recent Paid Market 
COMPANY _ ___ 1935 -1936(e) “Hish ___ Low Price 1936 Rating COMMENT _ 

Distillers Corp.-Seagrams.......  5.05(a) 2.41(a)  345/ 181/, 25 None B-3 Earned $1.07 in October quarter, vs., 60 cents in 1935. Re 
cently issued 150,000 shares 5% preferred with common stod 

——_______ ee a ; v5 purchase warrants. May pay dividends in 1937 a 

National Distillers............ 3.44 3.00 333% 2558 28 2.00 B-3 Earnings and fi lend ble support to paul dividend 

Pn ee ——— ek a a : __ Future titive status an uncertain factor. 

Schenley Distillers............ 7.65 7.00 55% 373%, 44 3.757 B-3 Earnings last year moderately higher but per- -share results reduce 
by prior requirements on 150,000 shares, 51% preferred. Map 

ao Se ' = - pay additional extras. 

Hiram Walker................ 4.58(b) 6.56(b) 4934 26/2 46 2.00 B-3 Eamed $2. on in ——— quarter vs., tal 65 i in 1935. Compa 
as app its ve Pp 
pay more. — 2 


, i Fiscal y year a July 31—actual eetalons. (b)—Fiscal year ended dina: 31—actual earnings. i Budneed. +—Plus $2. 50i in 51% preferrel 
stoc 





Problems Beset Liquor Industry 


Riss there is more definite assurance that the mount- gallon level. Consumption last year, which increase 
ing stocks of aging whisky can be successfully handled some 10,700,000 gallons, totaled 72,605,170 gallons. I 
and financed without seriously jeopardizing the retail December alone the production of whisky increaseff 
price structure and fomenting unprofitable price-wars, 3,421,418 gallons, notwithstanding the fact that co 
the shares of the leading distillers will continue to sell sumption was 735,184 gallons less than the precedinf, 
on a basis reflecting this element of uncertainty, rather month, according to the Bureau of Internal Revenwh 


ea 


7 





than the fairly substantial earning power displayed by Also, during the year ended June 30, last, producilf 
these companies thus far. capacity for distilled liquors in the United States 1p 
Rising consumption has been ineffective in allaying creased from 1,094,114 gallons daily to 1,301,347 gallon 


the apparent fears raised by production which has While it is true that the industry can hubaci its poli 
created a supply of whisky equivalent to requirements of accumulating large stocks of aging liquor by th 
for five years, based on 1936 consumption. Total need to build up sufficient stocks of bonded (4-yeif 
stocks at the end of last year were nearing the 40,000,000 old) whisky, such stocks (Please turn to page 59h 
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Further Gains Expected of the Chemicals 


sau the gains made by the chemical com- 
panies last year, both from the standpoint of earnings 
and market appreciation, were less sensational than 
many other industries, it is to be remembered that the 
former started from a relatively high peak. The chem- 
icals were not moving from near-depression to consider- 
able prosperity: on the contrary, a number of them were 
moving from near-record prosperity to something even 
better. Under such conditions large percentage gains 
in sales and earning power is not to be expected. 

The chemical industry, however, fulfilled all hopes in 
another direction: the introduction of new products and 
processes. As usual the great emphasis that is placed 
upon research in this field bore valuable fruit. There 
were important developments in the fields of synthetic 
alcohols and in plastics. Great strides were made in 
organic chemistry—the derivation of products from cot- 
ton and wood. Last year was also one of considerable 
plant expansion, especially in the south. It was not, of 
course, only the new and comparatively new products 
for which additional manufacturing facilities were re- 
quired but, between what additions were the result of 
this, what were made necessary by a larger demand for 
long-established products, and what were brought about 
by a desire for decentralization, the chemicals were 
responsible for no mean quantity of additional manu- 
facturing space. 

At the present time, the chemical industry can reason- 
ably look forward to another record-breaking year. So 
far as one can see, the only threat to further gains in 
business generally is really serious labor trouble. In the 
past, labor disturbances have been worse than they are 
at this writing, but history holds no instance where a 


major recovery movement was reversed by strikes. From 
this it would seem, disquieting though they be, that the 
present “sit-downs” and other forms of labor trouble 
must become much more widespread before they become 
a real menace to recovery. The chemical companies 
themselves, of course, are in a particularly happy posi- 
tion so far as labor is concerned, for, relative to the value 
of their products, they employ little of it. 

That the majority of chemical stocks are highly 
esteemed by the investor is shown by the high price at 
which they sell in relation to their earnings and divi- 
dends. There are a number of valid reasons for this. In 
the first place. their products enter so many fields that 
they afford almost perfect participation in general busi- 
ness activity. When the outlook for general business is 
good, as it is at the present time, they are naturally in 
demand. In addition, however, to participating fully in 
general business, they provide a dynamic expansion of 
markets and profits through new products. Union Car- 
bide’s “Prestone” and du Pont’s “Cellophane” forged 
ahead regardless of depression, curtailment of purchasing 
power and everything else. These, and other products 
only slightly less well-known, enable the chemical com- 
panies to weather lean business periods better than most 
and at the same time put them ahead of the field in re- 
covery. Finally, the majority of the larger chemical com- 
panies are impregnable financially. It is an industry 
where funded debt is the exception rather than the rule 
and where cash balances and United States Government 
securities take a prominent place in balance sheets. As a 
result of these factors, the chemical stocks are never 
statistically cheap and are best held by those who are 
in a position to forego current mcome. 





Position of Leading Chemical Stocks 








































































































Earned per Share _—~Price Range Divs. 
a gi 936——_- Recent Paid Market 
__ COMPANY 1935 1936(E)__— High Low Price 1936 Rating COMMENT __ 
Air Reduction........... Sa: 2.90 8614 58 ae; 2.50 A-1 __ Extras should continue to keep pace with earnings. - 
Allied Chemical & Dye....... 8.71 12.00 245 157 240 6.00 ; A-1 Should pay considerably more this year. a 
American Agricultural Chemical  6.37a 4.71Aa_ 89 49 92 4.00 A-1 Fertilizer selling season just starting. Outlook good. 
American Commercial Alcohol. 3.15 5.00 354% 20% 27 ~0.50* £A-2 aes dividend in preferred stock of the American Distilling 
°. ee 
American Cyanamid “B"... .. 1.61 1.80 403/, 291/, 33 1.00 ~ A-1 Earnings and prospects indicate larger dividends this year. 
@ Atlas Powder.............. 2.81 421A 84 48 84 3.50 A-1 Cellulose division has been making great s‘rides. ae. 
Columbian Carbon........ cet 7.50 136% 94 123 5.75 A-1 Strong financial position enab'es the company to pursue a gener- 
¥ ous dividend policy. ne a sears " 
Commercial Solvents.......... 1.02 1.00 245/, 14%, 20 0.80 A-2 Now believed to be facing improved prospects. ae * 
® Dow Chemical............. 3.32 4.42Ab 14214 941, 144 2.20 A-1 $5,000,000 bond issue sold in January to finance expansion. __ 
© Du Pont de Nemours........ 5.04 7.56A 1843/4 133 173 6.10 A-1 Should do even better this year. ; 5, 
Freeport Sulphur............. 1.78 2.43A 3555 231% 29 1.00 A-2 _ Possibility of heavier state taxation makes for some uncertainty. 
© Hercules Powder........... 4.23 6.33A 150 84 182 5.25 A-1 Further expansion of business and profits expected. - 
Heyden Chemical............ 3.22 ee 55 39 a1 2.25 A-2 Some heavy chemicals, but medicinal are company’s 
main line. ome See 
Mathieson Alkali............ 1.44 1.76A 423, 271% 39 1.50 A-2 Earnings for last year were derately above regular dividend. 
® Monsanto Chemical......... 3.84 4.00 103 79 94 3.00 A-1 A 25-cent extra declared this January. Ae aes 
Newport Industries............ 0.57 1.00 40 9 37 0.60 A-1 Benefits from boom in naval stores. ‘ 
Texas Gulf Sulphur........... 1.94 2.60 4435/4 33 41 2.50 A-2 Higher taxation will have dampening effect on earnings. Oe 
© Union Carbide & Carbon.... 3.03 4.00 10514 715% 107 2.30 A-1 Dividends should continue to expand with rising earnings. 
United Carbon............... 4.70 5.70 96%, 68 90 4.05 A-1 Is expected to report all-time record earnings for last year. 
) . A-3 Mild winter believed to have hurt anti-freeze business. Quarterly 
U.S Industrial Alcohol....... 2.15 Saas 59 31% 40 1.25 Sridend ye sey trot capbegeto- deg pis 
Westvaco Chlorine............ 1.63 1.30 32 19%, 24 0.75 A-2 Expanding on the Pacific Coast. - mS 








(E)—Estimated. A—Actual earnings. a—Year to June 30. 
©—In our opinion, the more attractive profit opportunities. 


b—Year to May 31. 


*—Plus extras in stock. 
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Leaders in Expanding Industries 


New Products — New Processes — New Plants 


BY MONROE 


O... a few short years ago, over-production and ex- 
cessive manufacturing capacity were subjects about 
which the whole country talked. It is funny to look back 
on this and then at all the new plants that are now be- 
ing built by every conceivable type of industry. Hardly 
a day passes without an announcement that some com- 
pany proposes to build a million-dollar, a ten-million 
dollar, or a fifty-million dollar addition somewhere. 
Reasons for the additions vary: some are the result of 
a greatly increased demand for an old product, others 
are being born of the research undertaken during the 
years of depression and foreshadow the time when there 
will be a new product on the market. The majority 
however, probably come under the heading “moderniza- 
tion.” Progress in manufacturing processes is constant 
—more economical methods, a better product. Expan- 
sion of plant and the replacement of the old by the new, 
however, only takes place on a large scale when business 
is good, looks better, and when money can be borrowed 
freely at a low rate of interest. At the present time 
business is good, looks better, and interest rates are the 
lowest in history. The natural result 
is business confidence and expansion. 

The chemical industry was never 
one to stand still, but the plants re- 
cently completed and those in the 
course of construction, or planned, will 
add very appreciably to the country’s 
productive capacity. The most note- 
worthy peculiarity of the current 
chemical expansion is the amount of it 
that is being carried out in the South. 
Within the past year or so nearly a 
dozen new, large kraft pulp and paper 
mills have been announced for the 
South. The first unit of Union Bag & 
Paper’s new mill at Savannah began 
operating a few months ago. Plans 
for the second unit were announced 
some time ago, while in December the 
company said that a third unit would 
be constructed at a cost of some 
$3,000,000 which would have the same 
capacity as the first two, namely 40,- 
000 tons of kraft paper annually. Some 
time this fall, the Southern Kraft 
Corp., International Paper subsidiary. 
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will be operating a new $8,000,000-plant at Georgetown, 
S.C. Then there is the big kraft development with du 
Pont backing in Florida. Champion Paper & Fibre has 
chosen a place near Houston, Texas, for its new kraft 
pulp mill. All-in-all, it may be said that these new mills 
will about double the South’s capacity to produce kraft 
pulp. 

Almost without exception the rayon companies have 
been adding to their southern facilities. Last summer 
Tubize Chatillon borrowed $2,800,000 from the banks in 
order to build a new viscose yarn unit at its Rome, Ga., 
plant and for rehabilitation at the Hopewell, Va., plant. 
In November it was announced that the Viscose Corp. 
had decided to exercise an option on 300 acres of land 
in Front Royal, Va., and that a large new plant would 


be constructed. Du Pont Rayon, and Celanese are other 


companies spending money in the south on plant ex- 
pansion. Before leaving the subject of rayon, mention 


must be made of the fact that Industrial Rayon is plan- 
ning the largest expansion of them all. Some $4,000,000 
will be spent at the present Cleveland plant, while at 





Courtesy du Pont De Nemours Corp. 


Increasing use of Cellophane forces du Pont to enlarge manufacturing facilities. 
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Painsville, Ohio, an entirely new 
lant will be built at a cost of some 
$10,000,000. 

Hercules Powder, which has so 
long been in the forefront of the re- 
covery movement, is to have a new 
cellulose acetate plant at Parlin, 
N. J., whose capacity is to be about 
1,000,000 pounds annually. In the 
fall the ever-expanding du Pont 
Co. started the construction of a 
$2,800,000 tetraethyl lead plant at 
Baton Rouge, La., and is making 
important additions to the cello- 
phane plant at Richmond, Va. 
Union Carbide and Monsanto 
Chemical are adding to their capac- 
ity to produce various products. In 
December, Dow Chemical offered 
$5,000,000 in fifteen-year three-per- 
cent debentures which, apart from 
being about the lowest coupon ever 
carried by an industrial debenture, 
was concrete evidence of the increas- 
ing demand for the company’s 
newer lines. 

The story is everywhere the same. Billet Emerging fr 
There is the new General Motors the 
plant at Linden, N. J., which cost 
some $5,600,000 and whose capacity—when not in the 
hands of “sit-down” strikers—is about 120,000 cars a 
year. Nor is it merely that the giants are becoming more 
gigantic: the smaller companies, too, are expanding the 
scope of their operations. Just to cite a handful of the 
many available instances, Food Machinery is to build a 
new plant for the recently acquired extension to its nail- 
ing machinery business. Machines for automatically 
making fruit and vegetable crates will be made. The 
L. A. Young Spring & Wire Corp., which makes the 
major part of the automobile cushion spring require- 
ments of the country, partly for the purpose of expand- 
ing capacity and partly for the purpose of diversification 
so that if anything should interfere with the operations 
of one plant the company’s whole business will not be 
paralyzed, is erecting a plant in Trenton, N. J., an addi- 
tional plant in Los Angeles and doubling the capacity 
of the Chicago plant. 

For some time now, the aircraft industry has been ex- 
panding fast and furiously. Douglas, Boeing and the 
Glen Martin Co. may be cited in this respect. Just as 
Boeing completes a mammoth assembly plant, large 
enough to accommodate nine, sixteen-ton bombers, along 
comes the Martin company with the announcement that 
it is to build at Baltimore the largest aircraft assembly 
floor in the world, big enough to build ships twice the 
size of the present China Clippers. 

Or take the container industry. American Can is to 
build the first new plant in a number of years—a $1,500,- 
000-affair at Houston, Texas, with a capacity of about 
half-a-billion beer cans annually. Then there is the pro- 
gram of Crown Cork & Seal which, started in 1934, is still 
going strong. When finally completed it will have cost 
some $6,000,000 and made the company a major factor 
in the metal and glass container field. The fact that the 


Wide World Photo 


FEBRUARY 13, 1937 





om the Roughing Mill, part of the semi-continuous plate mill at 
Homestead Works of the U. S. Steel Corporation. 


old-line can companies, American and Continental, are to 
be subjected to keener competition accounts for their 
unsatisfactory action marketwise. Crown Cork on the 
other hand passed through the century market the other 
day. 


New Plants and Processes 


According to the estimates of the American Iron & 
Steel Institute, the steel industry will spend this year 
some $290,000,000 for improvements. This compares 
with actual expenditures of some $216,000,000 made for 
improvements last year. The United States Steel Corp. 
spent during 1936 about $70,000,000 on additions and 
betterments and the unexpended balances for authoriza- 
tions for new installations totals $157,000,000. The pro- 
gram includes a hot strip and cold reduction mill at the 
Clairton works of the Carnegie-Illinois Steel Co. for the 
production of sheet and tinplate. Some $45,000,000 will 
be spent on the Clairton works alone. It will be recalled 
that a $30,000,000 strip mill at Homestead was com- 
pleted only a month or two ago; also recently completed 
was a program costing about the same amount under- 
taken by the Tennessee Coal, Iron & Railroad Co. in Bir- 
mingham. At the Edgar Thomson works of Carnegie- 
Illinois $15,000,000 will be spent on a new slabbing mill 
and for electric generating facilities and transmission 
lines. 

Although the enormous rehabilitation program of the 
country’s largest steel company dwarfs those of its 
smaller contemporaries, these, too, have scheduled ex- 
tensive improvements. Bethlehem’s authorized con- 
struction will take $38,000,000 to complete and most of 
it will be spent this year. A new continuous strip mill 
will be erected at Sparrows (Please turn to page 585) 
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Profit Propeets for 
Aireraft Manufacturers 


BY S. T. CRADDOCK 


I. 1928 the public fancy envisioned the tremendous 
possibilities of aviation. Ignoring obvious pitfalls in the 
rapidly changing technique and uncertain markets for 
planes, popular speculation supported almost anything 
that had the “air” affiliation. Earnings were of little 
significance. The boom was on, but its life was rela- 
tively short. Even before the rest of the market took 
its plunge in 1929 aviation stocks began to sell ex- 
possibilities and more in line with reality. 

Are we again over-appraising earnings prospects, or 
have new elements entered the situation? Will the 1937 
profits of aircraft manufacturers justify today’s prices? 

Generalizations in answering these questions may prove 
wrong when specifically applied. It is better to scrutinize 
each company in the light of the industry’s background. 
Some knowledge of aviation’s unique characteristics is 
necessary. 

Work done for the Army and Navy continues to be 
the major factor in aircraft and engine production. For 
the first eight months of 1936 it was almost twice the 
value of commercial business. 

The basis on which government business is done still 
represents a gamble for the manufacturer in view of the 
necessity of charging off heavy development expenses 
and the uncertainties of production schedule. The effect 
of the Vinson Bill on this situation will be discussed 
subsequently. 

Substantial working capital has become a derivative 
requirement of changing design and the trend toward 
heavier and more expensive planes for both military and 
commercial transport work. 

Though private flying has increased and the safety 
factor improved, it will be a long time before the auto- 
mobile analogy can be applied to the rate of expansion 
in this part of the industry. 

There are other distinct characteristics of aviation 
which might be enumerated but 


of future prospects, but they will go a good way in that 
direction. They should ultimately help to bring the 
price-earnings ratio of the aviation stocks more in line 
with others of the industrial equities. 

As we view them, the new elements that contrast with 
the 1928 period are: 


Air Mail Contracts 


Cancellation of air mail contracts in 1934 and _ the 
subsequent reduced rates for air mail were not an un- 
mixed evil. They challenged the resourcefulness of air 
transport operators with the results evidenced by the 
quadrupling of passenger miles flown in the period 1930- 
1936. The lines became more independent of the mail 
subsidy than they would have been otherwise. They 
are today a more certain factor in the demand for air- 
planes, and incidentally have become a strong influence 
for greater uniformity in types of aircraft. The manu- 
facturer is an obvious gainer thereby. 


Close Profit Margins 


The Vinson Bill, originally limiting profits to 10 per 
cent on Navy air contracts, since modified to permit 
losses to be balanced against succeeding profits—has 
adversely affected profits during adjustment to its pro- 
visions. Army contracts, while not covered by similar 
legislation, are on practically as close a basis. The result 
for manufacturers has been substantial charge-offs of 
development expenses and absorption of losses in the 
last two years. Consequently, 1937 by contrast should 
reflect the benefit of experience. Closer knowledge of 
expenses and the trend toward greater uniformity in 
design should thus enable a better margin to be shown 
on most of these contracts. 





the foregoing are the essentials 
to keep in mind. 

Now to return to the ques- 
tions raised at the start. Are 
we again over-appraising earn- 


ments entered the situation? In 
our opinion there are new ele- 
ments which must be taken into 
account. They may not entirely 


Approximate Market............. 


Actual earnings per share.......... 


Actual earnings per period............ 


. Necessary per share f. 15 times earnings 
ings prospects or have new ele- _basis........................ 


Curtiss United 

Consol- Wright Lock- Glenn Air- 

Boeing idated A Douglas heed Martin Seversky craft 

ino 251% 2114 10%, 11%, 2714 6%, 29%, 
_». S240 $1.70 $1.43 $4.67 $ .78 $1.83 $ .42 $1.96 
bee 025 33 1.09 50 017 1.04 def. 36 
9 mos 6mos. 9mos. Y9mos. Ymos. FTmos. 4mos. FY mos. 
Sept. June Sept. Aug. Sept. July April Sept. 





justify the present discounting 
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U. S. Neutrality 


The Neutrality Bill, prohibiting 
shipment of war material to bel- 
ligerent nations—and the stipula- 
tion in government contracts pre- 
venting sale of military aircraft of 
improved design to foreign govern- 
ments has tended to concentrate 
attention on the requirements of 
the domestic market. True, con- 
siderable sales continue to secon- 
dary foreign powers, and commer- 
cial planes are in demand by foreign 
civil aviation because foreign manu- 
facturers are heavily involved in 
military aircraft production. Still, 
the emphasis on the military and 
commercial designs of the domestic 
market represents less variety in 
types with the corresponding ad- 
vantage to manufacturers. 


Business Management 


Business men and business prin- 
ciples are more characteristic of the 
industry than in 1928. Without 
detracting from the pioneers in the 
manufacturing field, the days when 
a pilot with an idea for design can organize a company 
are about over, due to the substantial capital require- 
ments. More business men are identified with operations 
now. Furthermore, the private sales field has been dis- 
closed in its true perspective and the difficulty of mak- 
ing a livelihood from it is realized by most would-be 
venturers. They have learned the lesson of 1928. The 
tendency toward uniformity in the large and medium 
sized airplane field discourages the mushroom charac- 
teristics of the last boom. 

Aviation has begun to grow up into a mature industry. 
It has passed through the period of adolescence. 

Even the increased material and labor cost resulting 
from the Walsh-Healey Act is just another item for which 
allowance can be made. The act stipulates N R A labor 
conditions in the fulfillment of government contracts 
and Secretary Perkins refused to exempt contracts for 
purchases of airplanes and aircraft materials from its 
provisions... As the increased cost in this respect is a 
fairly well-known factor, inclusion of it in bids is a corol- 
lary of development expense and as such should be better 
gauged now than two years ago. 


Prices and Earnings 


With this background we can proceed to a considera- 
tion of the status of individual manufacturers. Will 
their 1937 profits justify today’s prices for their stocks? 

Assuming fifteen times earnings as a reasonable mar- 
ket price ratio, the accompanying table shows what some 
of the companies would have to show to justify current 
market prices. The figure we have taken is not as high 
as the ratio for many other industrial stocks, but it seems 
satisfactory for illustration. 
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General view of the National Aviation Show recently held in New York. 


Boeing Airplane Company 


Boeing formerly was pre-eminent in supplying aircraft 
for transport and military work, but Douglas has taken 
the lead in the last few years. Now with a Pan-American 
Airways order for six forty-ton clipper ships for trans- 
Pacific service, Boeing is a contender to be reckoned with 
in commercial competition. Recently tests for the first 
of thirteen YB-17 four-engine bombers for the Army 
were given. Through Stearman Aircraft, a subsidiary, 
the company will participate in the earnings from the 
large War Department order for training planes. Boeing 
should be much better than in 1936, but the prospective 
gain for 1937 appears to be well discounted. 


Consolidated Aircraft Corporation 


In view of the tremendous order for patrol flying boats 
for the Navy and the huge volume of business on the 
books, Consolidated should materially improve its 1936 
record. The new plant in California should facilitate 
this. There is also a possibility of deriving some earn- 
ings from Fleet Aircraft of Canada, control of which was 
reported sold to Canadian interests, in view of oppor- 
tunities for British business. Speculative possibilities 
seem attractive. 


Curtiss-Wright Corporation 


Principal revenues and earnings are through Wright 
Aeronautical, one of the two major engine manufacturers 
in the country. Substantial Wright orders and striking 
earnings improvement by the engine company, 1936 over 
1935, would make this stock (Please turn to pag? 594) 


569 











Companies Affected by Flood 
Losses 


A fairly sizable group of compa- 
nies will suffer losses either directly 
or through the interruption of their 
normal business activities in the 
stricken flood area. As yet it is pos- 
sible to do no more than barely 
estimate the extent of these losses 
but it appears likely that earlier re- 
ports will subsequently prove to 
have been more or less exaggerated. 
Of the railroads serving the flood 
district, which include such impor- 
tant carriers as Louisville & Nash- 
ville, Chesapeake & Ohio, Illinois 
Central, Norfolk & Western, South- 
ern Railway, Pennsylvania and New 
York Central, most of them are 
likely to suffer more as a result of 
traffic losses than through actual 
property damage. Suspended service 
and property damage affected utility 
properties of Columbia Gas & Elec- 
tric and Louisville Gas & Electric. 
particularly the latter. All distillery 
operations in Kentucky were sus- 
pended but actual losses are likely 
to be small. Losses will also be com- 
paratively small in the case of such 
steel companies in the area as 
Youngstown, Republic. Wheeling 
and American Rolling Mill. Sears, 
Roebuck and Montgomery Ward 
retail units located throughout the 
Ohio valley escaped with minor 
losses. Crosley Radio suffered a 
$500,000 loss when its refrigerator 
cabinet plant in Cincinnati was de- 
stroyed by fire. Other major com- 
panies with plants in the flood area 
include American Radiator, Rey- 
nolds Metals, Mengel Co., American 
Car & Foundry, Procter & Gamble 
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and American Can, none of which, 
however, have reported serious flood 


losses. 





After-Effects of the Flood 


On the other hand, to some com- 
panies the flood may be a blessing in 
disguise. Rehabilitation of the ter- 
ritory will get under way rapidly, 
in fact has already started. and 
promises to give a temporary fillip 
to the demand for all manner of 
goods and supplies. Permanent flood 
control projects are expected to 
benefit such companies as McWil- 
liams Dredging, Merritt-Chapman 
& Scott, Bucyrus-Erie, Marion 
Steam Shovel and Northwestern 
Engineering The three latter com- 
panies specialize in the manufacture 
of steam shovels and excavating 
equipment, while the two former 
enterprises are equipped to under- 
take extensive dredging and con- 
struction operations. 





Soaring Tool Profits 


Earnings of Niles-Bement-Pond. 
an important unit in the manufac- 
ture of machine tools, small tools 
and gauges, have been estimated at 
$650,000 for 1936. This figure would 
be equal to $3.75 a share on the 
173,025 shares of capital stock and 
compare with $1.54 a share earned 
in 1935. This rather impressive 
showing is appraised conservatively 
marketwise, the company’s shares 
being quoted around 48. The ma- 
chine tool industry has been making 


rapid earnings strides and in_ the 
closing quarter of last year orders 
for new equipment were being placed 
at a rate which appeared likely for 
a time to attain a new high record. 
There has been no abatement in the 
volume of new orders thus far this 
vear and there is every indication 
that many machine tool companies 
will operate at capacity levels for 
some time. Niles-Bement-Pond_ is 
in a position to expand its produc- 
tive capacity whenever the occasion 
requires and would appear to have 
ample margin for the further exten- 
sion of its earning power. With the 
benefit of a comparatively small 
capitalization, another substantial 
gain in per-share results this vear 
would not be surprising, 





Installment Buying 


The two leading companies en- 
gaged in financing installment ac- 
counts, Commercial Credit and 
Commercial Investment Trust, re- 
ported record-breaking earnings last 
year. The reasons for their note- 
worthy showing are not difficult to 
find. The National Retail Dry 
Goods Association reports a gain of 
53% in installment sales last year. 
adding without comment that cash 
and C.O.D. sales combined showed 
the smallest increase of any classi- 
fication. Retail financing of new 
automobiles exceeded $1,000,000,000 
in the first eleven months last year 
as compared with $655,000,000 in 
1935 and doubtless similar gains 
could be shown in the case of wash- 
ing machines, radios, refrigerators. 
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etc. Whatever moral one 
chooses to draw from these 
figures, the fact remains 
that installment financing 
is a major industry, with- 
out which many manufac- 
turers might encounter 
much stiffer sales _resist- 
ance. Firming money rates 


will not seriously impair 


profits of finance compa- 
nies. 


Deere and Dividends 


Deere & Co., first of the 
major farm equipment 
manufacturers to report 
for 1936, increased its sales 
volume 40% last year and 
net income of $11,601,306 
compared with $6,105,452 
in 1935. Earnings avail- 
able for the common stock 
were equal to $9.42 a share 
against $8.91 the previous 
year. The substantial gain 
in the company’s business 
last year added $10,314,491 
to accounts receivable and 
while the farmer, what with 
Government subsidies and 
rising prices, is a much bet- 
ter credit risk than for- 
merly, receivables must be 
converted into cash before 
the earnings which they 
represent can be made 
available to stockholders, 
in the form of dividends. 
Neither are receivables ac- 
ceptable in payment for 
taxes levied on surplus pro- 
fits. Incidentally, last year 
the company was not sub- 
ject to the undistributed 
profits tax, its fiscal year 
having ended October 31. 
The tax, however, will be 
a factor this year, and 
stockholders might conceiv- 
ably be treated to the ex- 
perience of having their 


company borrow against receivables 
to pay dividends, and avoid a heavy 


tax by so doing. 


A High-Yield Preferred 


Selling at 106, Republic Steel 6% 
prior preferred yields 5.7%. 
shares, although somewhat unsea- 
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Developments in Companies Recently Discussed 


Americcan Car & Foundry. Recent orders 
received from the Great Northern, North- 
ern Pacific, Clinchfield, Louisville & Nash- 
ville and the Missouri-Kansas-Texas aggre- 
gated 2,900 freight cars and 28 passenger 


cars. 


Pressed Steel Car. 
ders for some 3,750 freight cars. Almost 


In January received or- 


without exception makers of railroad 


equipment are doing well. 


A dividend of 50-cents 
a share was declared the first of this 


International Nickel. 


month, the fourth consecutive increase in 
the distribution made stockholders. 


Colorado Fuel & Iron. At the beginning of 
this month back orders were about 20% 
greater than a year ago—mainly orders 


for rails. 


Warren Bros. Company's stock broke badly 
on the news that it had filed under 77B 
of the Bankruptcy Act. Main trouble is 
inability to collect either principal or 
interest on some $13,000,000 Cuban bonds 


which are held. 


American & Foreign Power. Company con- 
tinues to whittle away at its indebtedness, 
although as of December 31, 1936, it still 
owed $26,800,000 and $6,700,000 to Elec- 


tric Bond & Share. 


Aluminum Co. of America. According to the 


Minneapolis-Honeywell. 


Harbison-Walker Refractories. 


On this basis, about 450,000 additional 
shares of Republic Steel common will be 
issued. Republic owns at least 102,405 
shares of Gulf States, or about 36% of 
the 296,069 shares outstanding. Acquisi- 
tion of Gulf States by Republic would give 
the latter a standing in the important 
Southern district. 


Company continues 
to round out a brilliant earnings record. 
Net of $3,082,361 last year was equal to 
$4.77 a share for the common stock, as 
against $1,793,338, or $2.67 a share in 
1935. The showing with the 
benefit of only a modest revival in build- 
ing operations, is a measure of what may 
lie in store for the company over the next 
several years should home building develop 


last year, 


on a large scale. 


Phelps Dodge. Higher copper prices are re- 


flected in the recent action of the com- 
pany in declaring a 35-cent dividend. The 
last four quarterly payments were at the 
rate of 25 cents a share and at the year- 
end a special dividend of 25 cents was 
paid. 


Earnings last 
year increased 100%, net available for 
the common being equal to $2.41 a share 
as compared with $1.20 in 1935. Sustained 
steel activity and the heavy modernization 
program for steel mills carry favorable 


Bureau of Mines production of new alu- implications for the company's current 
minum last year was 89% greater than year. 

in 1935 and was the largest since 1930, ; 
the year in which record output was Blaw-Knox. Another company benefiting 


established. 


Republic Steel. Acquisition of Gulf States 
Steel proposed. Stockholders of Guif 
States to be offered 2 1/3 shares of 
Republic common for each share held. 


through the expansion in steel producing 
facilities. Net income for last year of 
$1,548,173 was equal to $1.17 a share, 
against 43 cents a share in 1935. On this 
basis 1936 was the best year for the com- 


pany since 1930. 





soned, appear to possess sufficient 
merit to warrant consideration 
where a better-than-average return 
is sought. According to the com- 
pany’s preliminary report, earnings 
available for the combined 280,995 
shares of prior preferred stock and 
120,000 shares of 6% convertible 
preferred were equal to about four 
times annual dividend requirements. 


The 


Republic Steel is firmly established 
as the third largest producer of steel 
and for some time has been engaged 
in a program of expansion and re- 
habilitation. The coming months 
will more fully reflect the results of 
this extensive broadening in the com- 
pany’s activities, and earnings should 
afford increasing protection to pre- 
ferred dividends. 





Stocks Suggested for Income 
and Price Appreciation 


Selected by THE MAGAZINE OF WALL STREET STAFF 


Masonite Corp. 


Although Masonite is a comparatively young com- 
pany, its growth has been rapid and at the present time 
it is a prominent factor in its field. The company, by a 








(=) 


—-~ STOCK SPLIT- 
<— 2FOR! 






NI TODO 
nonmnon 


PRICE PER SHARE 


on 
(=) 


MASONITE sar | 


uw 
ur 





uw 
oO 





1 ySFeasn 
| Roe 
= 


ih & Oe Re 
1936 "37 




















patented refining process, manufactures a type of rigid 
wall board marketed under the trade name of “Presd- 
wood.” This product, which is reported to account for 
about 70 per cent of the company’s annual business, is 
adaptable to a wide variety of uses, particularly in home 
construction. In its various forms, Presdwood may be 
used for covering floors, ceilings and walls, either in 
its natural colors or painted, and may also be used to 
simulate tiling. The company also manufactures fibre 
insulating board. In a little more than a decade, demand 
for Masonite products has expanded to the point where 
monthly output of more than 23,000,000 feet at the 
present time is some ten times greater than it was in 
1927. When it is considered that during the past ten 
years home building declined steadily to the point of 
virtual cessation several years ago, and has only recently 
begun to show definite promise of important revival, the 
opportunities for further substantial expansion in the 
company’s business are rather well founded. 

Masonite shares were listed on the N. Y. Stock Ex- 
change last November. Just prior to that the common 
was split two-for-one and subsequently holders were 
given the privilege to subscribe to 21,335 shares new 5 
per cent preferred stock at $103. Proceeds from the 
sale of preferred stock were used to retire 13,477 shares 
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of 7 per cent preferred stock, and for various capital 
purposes. 

During the depression, Masonite was able to escape 
with only two years of unprofitable operations and by 
the end of the fiscal year ended August 31, last, earnings 
were at a record-breaking level. Net for that period of 
$1,429,649 was equal to $2.46 a share, based on the 
present capitalization. Earnings ascended further in 
the December quarter and were equivalent to 65 cents 
a share for the common stock. Thus far the company 
has paid a regular dividend of 25 cents and an extra 
of the same amount on the increased number of com- 
mon shares and on the old shares, dividends, including 
extras of 75 cents, totaled $1.75 last year. Finances 
are such that the company is well able to follow a gen- 
erous dividend policy and further extras this year are 
practically certain. 

Selling around 72, at their 1936-37 high, Masonite com- 
mon shares are not particularly undervalued in relation 
to prospective near term earnings. However, should 
the company’s record be relatively as good in a period of 
increasing building operations as it has been during the 
past two years, potential earnings would not only sup- 
port present quotations for the shares, but materially 
higher levels as well. 


General American Transportation Corp. 
General American Transportation, long ranking as the 


operator of the largest fleet of tank, refrigerator, and 
livestock cars in the United States, has in recent years 
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become an increasingly important factor in the manu- 
facture of railway cars. Moreover, the company’s stake 
in the latter industry has been enlarged to an important 
extent by the acquisition of a sizable interest in the 
recently reorganized Pressed Steel Car Co. Thus, on 
the one hand, operations are afforded the relative mea- 
sure of stability characteristic of the car-leasing division 
and, on the other hand, are given a dynamic element 
by the potential demand for railway rolling stock. 

Although the company’s earnings were adversely af- 
fected by the depression, General American Transporta- 
tion, even in 1932, was able to show better than $2 a 
share earned for its capital stock. Since that year profits 
have turned upward and for last year are reported to 
have been the largest since 1931. On a per-share basis, 
however, earnings may be but little more than the 
$2.64 a share earned in 1935. Early in 1936, the com- 
pany raised $7,158,000 through the sale of 169,600 addi- 
tional shares of stock. This money is to be used in add- 
ing to the company’s fleet of cars, but most of it is still 
unspent and has as yet made no contribution to profits. 

Total capital stock outstanding amounts to 1,017,603 
shares and at the end of 1935 (latest available balance 
sheet) total funded debt, consisting principally of equip- 
ment trust obligations, amounted to $35,185,697. 

At the beginning of the current year, the company’s 
car manufacturing division had unfilled orders of some 
$15,000,000 on hand and has since obtained several siz- 
able orders for various types of freight cars. Meanwhile, 
the leasing division is reporting increased traffic and with 
present plans calling for the aggressive development of 
Pressed Steel Car business, the whole presents a well- 
rounded and promising prospect for General American 
Transportation for the coming months. Total dividends 
paid on the company’s shares last year amounted to $3. 
The shares have recently sold around 80, at which levels 
they offer dependable income plus the speculative pos- 
sibilities discernible in the company’s car manufacturing 
division. 


Atlas Plywood Corp. 


Although the business of Atlas Plywood is of a rather 
specialized nature, the company’s products are prac- 
tically indispensable to many industries. The company 
is one of the foremost manufacturers of plywood pack- 
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ing cases, used in the transportation of more than two 
hundred varieties of merchandise, ranging from furni- 
ture and refrigerators, automobiles and electric equip- 
ment to radios, textiles and soap products. Plywood 
cases offer such advantages as lightness of weight, econ- 
omy, and protection and will withstand rough handling. 
Conceding that the company’s business would not be 
regarded as embodying dynamic elements, nevertheless, 
it could be expected to reflect rather substantially a 
period of general business recovery, owing to its associa- 
tion with a broad diversity of industries. 

Capitalization of Atlas Plywood is modest, consisting 
of 70,000 shares of $1.25 convertible preferred stock and 
131,100 shares of common stock. The $1.25 preferred 
stock was issued late last year for the purpose of pro- 
viding funds for the retirement of $1,584,000 514 per 
cent debentures of 1943. Holders of the preferred stock 
have the privilege of converting into common stock on 
a share-for-share basis. Last year the company paid 
two quarterly dividends of 25 cents each on the com- 
mon and early this year the quarterly rate was advanced 
to 371% cents. 

In the fiscal year ended June 30, last, Atlas Plywood 
reported net income of $136,783, equal to $1.04 a share 
for the common stock. In the six-months period ended 
December 31, 1936, however, the company earned more 
than in the entire 1936 fiscal period. Net amounted to 
$211,752, or the equivalent of $1.61 a share for the com- 
mon after allowing for preferred dividends. On the basis 
of this most recent showing, it would appear safe to 
anticipate dividends of at least $1.50 a share this year. 
This would mean a yield of nearly 6 per cent on the 
present price for the common—26. All in all the shares 
appear conservatively valued and offer a liberal yield 
in conjunction with possibilities for moderate price 
appreciation. 


Sharon Steel Corp. 


Although justly rated as one of the smaller steel manu- 
facturers, Sharon Steel Corp. has been able to maintain 
operations and earnings on a basis which compares quite 
favorably with that of larger units. The company has 
specialized principally in the production of bars, bands, 
hoops and some sheets. During the past year, however, 
output of hot and cold (Please turn to page 595) 
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New Outlook for Coal Securities 


Prospective Coal Control Improves Earnings Prospects 


of the Leading Companies 


) a ee S 


( probability of firm legislation by this Congress 
that will definitely eliminate the chronic competitive 
price-cutting so disastrous to the earnings of the bitu- 
minous companies, makes a fundamental change in the 
outlook for these depressed securities. 

Coal company earnings under the N R A price control 
in 1934 showed a startling upturn. Nineteen leading 
bituminous companies turned a combined deficit of 
$3,587,000 during 1933, into a sizable profit of $4,782.000 
under price control in 1934, which compares with a 
profit of $4,317,000 in the good year 1929; this latter 
result is particularly significant for the reason that 
national coal production in 1929 was 49 per cent above 
1934, indicating an even more marked improvement on 
a per ton basis in the Code year. 

This is a conservative appraisal of what is to be 
anticipated under more effective and permanent price 
control, because substantial tonnages of contract coal 
were not brought up to Code prices, and there was con- 
siderable pernicious price chiseling in various forms, 
made possible by administrative disorganization. 

The expectation of permanent price control in the 
soft coal industry plus the improved demand of recent 
months is behind the renewed interest and rising price 
trend of several prominent coal stocks. The indications 
are that the move will eventually go further. 


Consolidation Coal Co. 


The wide advance in the Preferred stock of this 
Rockefeller company from 17 in mid-November to 40 
at the year end, with the Common up from 3 to 9, 
was due to a delayed realization of what this company 
can show in a good coal market under the reorganization 
effected in 1935. This reduced the funded debt from 
$26,131,000 to $13,192,000, cutting fixed charges from 
$1,289,560 to $200,000 for the period until July 1, 1938, 
when they are increased to $689,610. Capital account 
was reduced from $76,187,000 to $27,465,000 and the 
assets are appraised at $48,587,000. The company aver- 
aged $1,273,000 available for fixed charges and divi- 
dends over the ten good and bad years 1925-34, which 
is sufficient to meet the interest of $1,192,000 on all 
the funded debt under the reorganization, including the 
5 per cent dividend on the Preferred. It earned $1,430.- 
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000 in the good vear 1934 under the Code, and $663,183 
in 1935, with no restriction on prices. Its 1936 results 
will probably be below those of 1935, but given firm 
regulation of coal markets, with expanding demand in 
1937, the profit showing might be substantial. 

This company is unique for its diversified operations 
in Central Pennsylvania, Northern West Virginia and 
Eastern Kentucky, in addition to which it also markets 
the tonnage of a large Southern Smokeless operator. 
The recent rapid advance in its securities was probably 
initiated by the marked pickup of 24 per cent in Eastern 
Kentucky production, where it has two large operations. 
It has also benefited by the improvement in Central 
Pennsylvania production, which was 5 per cent ahead 
of last year on December 1, compared with 9 per cent 
behind at mid-year. 


Favorable Position of the Eastern Companies 


Companies in Central Pennsylvania will benefit by a 
return of price control, which will tend to equalize 
their market opportunity with the lower cost Southern 
West Virginia Smokeless. Pennsylvania Coal & Coke 
has obtained a modification of its rather onerous mini- 
mum royalty payments to the New York Central R.R. 
from which it leases, and with a more aggressive man- 
agement now in charge, it would be in line for improved 
earnings under price control. Rochester & Pittsburgh 
Coal has elaborate preparation equipment that gives it 
some advantage marketwise. 

Pittsburgh Coal turned a deficit of $2,868,000 in 
1933. into a modest profit of $146,000 under the Code 





Leading Bituminous Coal Issues 
on N. Y. Stock Exchange 


Recent Divi- 

Price dend 
Consolidation Coal.......... ne ; Laan 9 None 
Silent Coeek Goel... ....6.26.0.5050. 27 2.00 
MMR pce ch oG asus weenie ase 16 None 
NS eee peek : 10 0.25 
United Electric Coal....... , Bias ee 8 None 
Pennsylvania Coal & Coke................. a , 51% None 
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in 1934, the first earnings in more than 
a decade. The 1934 results suggest the 
possibility that the company may not 
have to undergo the expected reor- 
ganization to liquidate some $75 ac- 
erued back dividends on the Preferred, 
etc., in event price control is again 
established, though it has opposed gov- 
ernment regulation of the industry. 

This company inaugurated the most 
elaborate rehabilitation program in 
coal history some years ago, including 
extensive mechanization and the con- 
struction of four large central cleaning 
plants: it expended two and a quarter 
million dollars on improvements and 
replacements in 1935, and it is con- 
sistently on the aggressive in improv- 
ing its mining technique and expanding 
its markets. Western Pennsylvania 
produces 38 per cent of the by-product 
coal in the country, 30 per cent of the 
output going into this use, so its pros- 
pects are closely tied into the steel 
industry. 


Southern Companies 


The more generally known results 
of the Southern carriers are an index 
to the heavy production of the South- 
ern coal companies since price control 
was dropped; but the Southern coal 
men have been accustomed to sacri- 
fice prices for tonnage and there are 
indications that the 1936 financial re- 
sults will reflect the low realization on 
this business. Some further widening of the freight 
differentials more favorable to Northern producers, has 
added to the problems of the Southern industry. The 
heavy westbound movement of nine million tons a month 
was cut off January 21 by the flood, and probably will 
not be restored in volume before February 10, if then. 

Island Creek, the market leader of the Southern coal 
stocks, was curiously unresponsive to the November- 
December general advance in coal securities, selling off 
slightly. The company has been feeling the affects of 
the wage equalization with the Northern mines under 
the Code, its pro rata of national production having 
declined from 1.12 per cent before the Code. to 0.97 
per cent in 1935. It has been taking aggressive meas- 
ures to recover lost ground by improving its preparation 
and mining technique to reduce costs, and has expended 
about two million dollars on this in the past year or so. 

Eastern Kentucky companies, such as Elkhorn Coal 
and the Kentucky Division of Consolidation Coal, have 
benefited by the exceptionally large increased produc- 
tion there of 24 per cent, only slightly under the maxi- 
mum increase of 2414 per cent in the Pittsburgh Dis- 
trict. This section has some unusually pure coals of 
superior quality, with favorable mining conditions, and 
has been particularly successful in the new domestic 
stoker business; labor conditions are unsettled and may 
occasion trouble. 


Wide World Photo 
Surface coal stripping activities, showing loading and stripping shovels. 
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Encouraging Outlook for Mid-West Companies 


Mid-West companies of which Truax-Traer and 
United Electric Coal are typical examples, meet their 
severest competition from the superior Southern coals, 
which furnish 40 per cent of the Hlinois-Indiana con- 
sumption. The special purpose Southern gas and metal- 
lurgical coals could not be supplied by the Mid-West 
producers, but this is a relatively small per cent of the 
total business, and the competition centers around the 
much broader general purpose steam and domestic coals. 
Considered from the purely technical angle of thermal 
units delivered per dollar of cost plus freight to the 
point of consumption, the wage equalization under the 
Code previously noted, has improved the competitive 
position of the local coals. The number of B.t.u.’s of 
Southern Smokeless that could be delivered at Chicago 
per dollar of destination cost declined 17 per cent in 
the first Code year 1934, compared with a decline of 
3 per cent for the leading Illinois coal. 


Outlook for Price Control 


When the Supreme Court voided the Guffey Bill in 
its pivotal decision on the N R A program last May. 
it still left the Coal Commission created under the bill 
functioning in a statistical (Please turn to page 594) 
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THE BUSINESS ANALYST 





aking the Pulse of Business. 


E 

Loops, strikes, mildly reactionary 
tendencies in commodity prices, and 
prospects of some hardening in short 
term interest rates, have caused all 
components of our Business Activ- 
ity Index, except electric power out- 
put, to decline more than seasonally 
during the past fortnight; so that 
the country’s physical volume of 
production, on a per capita basis, has 
receded to around 88% of the 1923-5 
average, or about 10 points below 
the recovery high of 97.7 reached 
during the third week of December. 
This is, to be sure, rather a 


—Some Recession Seen 
—Flood Loss Temporary 
—Steel Activity Rises 


—Rail Equipment Booms 


At present writing it looks as 
though damage to private property 
resulting from the present inunda- 
tion may exceed the losses from last 
year’s floods; but with the cost for 
industrial plants confined mainly to 
clean-up work and temporarily re- 
duced output. This means that 


be shared by a number of lines in- 
cluding steam shovels, tractors, 
dredges, cement, steel and_ other 
construction material, canned foods 
and household goods. Retail trade 
and the movies, however, suffered 
last month from curtailed business 
in local areas, but the epidemic of 
influenza and other maladies has 
brought a considerable increase in 
sales to the drug trade. 

Settlement of the West Coast 
maritime strike has stimulated busi- 
ness along the Pacific, and the end- 

ing of labor trouble at glass 





(sharp set back for such a short 
period of time; but only a little 
more severe than last year’s re- 
action at this season which was 
raused by more devastating | 
floods and plenty of sleet and 

snow thrown in for good meas- | 
ure. Consequently even the | 
present contracted volume of 
business is 18% ahead of the 
corresponding level a year ago 
and, with such a good running | 
start, it now seems to be reason- | 
ably assured that the first quar- 
ter as a whole will make a con- 
siderably better showing than 
the corresponding period of 1936 
in both national income and 
business profits. Owing, how- | 
ever, to higher wages and mate- | 
rial costs and to extraordinary 
expenses in some __ localities 
occasioned by floods and strikes, 





plants will within a few weeks 











it is scarcely probable that cor- 


1923-25 = 100 


BUSINESS ACTIVITY 
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| result in capacity production to 


‘atch up with an avalanche of 
accumulated orders. Similiar 
compensating benefits to busi- 
ness should follow upon settle- 
ment of General Motors’ serious 
difficulties with a recalcitrant 
minority of workmen; but, unless 
C. I. O. tactics meet a clear cut 
defeat in the present test case. 
other plants and industries will 
be visited in rotation by this 
plague, with resultant hamper- 
ing of general business recovery. 

Apart from continuing ob- 
struction threatened by C. I. 0. 
activities, both the near term 
and longer pull outlook for busi- 
ness remain promising. Recon- 
struction work following the 
flood should soon bring the pres- 
ent recession in business activity 











to an abrupt end as reports of 





porate earnings for the first 
quarter will compare so favorably 
with the previous year as shown by 
arly reports for the fourth quarter 
of 1936 when 30 leading industrials 
realized a profit increase of 100% 
and 66 industrials reported an aver- 
age gain of 85% in earnings for the 
calendar year. 
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municipalities and private interests 
will have to spend such large sums 
for restoration, that industry is 
likely to profit in the long run more 
than it has been hurt by the catas- 
trophe. Reconstruction has _al- 
ready begun along the Ohio and 
large benefits from such work will 


developments in December, prior 
to strikes and floods, indicate clearly 
that the country’s purchasing power 
is fundamentally still in process of 
expansion. Factory employment for 
the closing month of 1936 was 11% 
ahead of December, 1935, with pay- 
rolls up 22%. Relief rolls have 
dropped 30% from the peak reached 
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jnJanuary a year ago. Farm income 
in December was 18% ahead of De- 
cember, 1935: foreign trade (mer- 
chandise exports plus imports) was 
up 15% in December, compared 
with a gain of only 11% for the full 
vear, 1936; and machine tool build- 
ers are swamped with orders. 

That business conditions remain 
basically sound is further confirmed 
by prices for stocks, bonds and com- 
modities. Our index of common 
stock prices, in advancing persist- 
ently for nine months with only 
minor interruptions, is merely shar- 
ing in the world-wide optimism 
which has caused stock prices in all 
the leading financial centers (except 
London) to advance within a year 
hy 18% to 40%—thereby indicating 
incidentally that European war 
scares are not being taken very seri- 
ously by investors. 


The Trend of Major Industries 


STEEL — Though high flood 
waters have recently compelled 
plants in a few districts to curtail 
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operations temporarily, pressure for 
prompt shipment of orders previ- 
ously placed, owing to fears that the 
C. I. O. will next turn its attention 
to the steel industry, will soon cause 
mills to speed up operations. Sales 
at the higher price level are begin- 
ning to be moderately heavy and 
backlogs on old-price orders are still 
large. Bethlehem Steel has the larg- 
est volume of unfilled orders in 16 
years and, along with U.S. Steel, re- 
ported surprisingly good earnings for 
the closing quarter of 1936. Farm 
equipment makers, who are norm- 
ally good customers of the steel in- 
dustry, expect that sales this year 
will equal the 1929 peak of $571,000,- 
000, which was 30% ahead of 1936. 
The steel industry’s confidence in 
the future is revealed by plans to 
spend $300,000,000 this year for 
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modernization and _ construction 
against an outlay of only $200,000,- 
000 last year. 


OIL—Despite an increase in the 
Texas allowable for this month to 
a daily volume which is 126,000 bbls. 
above the amount recommended by 
the Bureau of Mines, crude prices 
east of California have been ad- 
vanced by an average of 12c¢ a bbl.. 
along with a compensatory increase 
of 4%4c in tank car gasoline prices. 
Higher prices will stimulate new 
drilling, which is already 40% more 
active than a year ago, and so bene- 
fit the makers of pipe, tank steel, 
and oil well supplies. It is estimated 
that 1,232,000,000 bbls. of crude oil, 
or 3,374,000 bbls. daily (an increase 
of nearly 10%) will be needed this 
year to meet an expected 8% in- 
crease in demand for gasoline. 
Known crude reserves on Jan. 1 
totalled 12,502,000,000 
about 214% larger than two years 
ago. The cause of conservation re- 
ceived a temporary set-back since 
our last issue through a Supreme 
Court decision voiding a Texas law 
aimed at control of the production 
and distribution of natural gas in 
that State. 


CONSTRUCTION — Construc- 
tion contracts awarded last year in 
37 states east of the Rockies 
amounted to $2,675,000,000, or 40% 
ahead of 1935. About half of this 
total was for public, and the remain- 
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ing half for private, construction. 
The increase over 1935 came to 60% 
for private construction, again a 
gain of only 30% for private awards. 


RAILS—Class I carriers for De- 
cember are estimated to have 
earned about $70,000,000, which is 
within less than a million of the net 
for December, 1929. Gross revenues 
for that month, however, were 21% 


bbls... or 





less than in December, 1929. Longer 
term prospects for rail earnings were 
somewhat brightened recently by a 
recommendation by IC C examiner 
J. Edgar Smith that the Commission 
should launch an inquiry into “All- 
commodity” rates, a field in which 
motor truck competition is eating 
alarmingly into railroad freight traf- 








CAR LOADINGS 
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fic, and which threatens to under- 
mine the entire railroad rate struc- 
ture. 


RAILROAD EQUIPMENT—On 
Jan. 1, new freight cars on order 
totaled 25,600, compared with 12,800 
a year ago and only 628 two years 
ago. New locomotives on order 
came to 304, against only 8 a year 
ago. 


METALS — Actual consumption 
and speculative buying of copper 
has held up surprisingly well during 
the past fortnight and the foreign 
price for the metal has recovered to 
within a small fraction of the domes- 
tic price which is still quoted offici- 
ally at 13c. Fabricators are now 
operating at 85% of capacity; but 
expect that demand for flood re- 
habilitation purposes will soon war- 
rant capacity operations for a num- 
ber of weeks. Domestic consump- 
tion last year approached 750,000 
tons, compared with only 567,000 in 
1935. Foreign consumption last 
year, based on smelter statistics, 
came rather surprisingly to only 
1.196,000 tons against 1,212,000 in 
1935. Foreign consumption of lead 
during the fourth quarter of 1936 
ran about 6% ahead of the corre- 
sponding period of 1935, while for- 
eign consumption of zine for the 
fourth quarter gained 9%. World 
consumption of tin last year ex- 
ceeded that of 1935 by 11%. After 
slumping spectacularly last autumn 
to $48 an ounce, from the peak of 
&70, platinum prices have recently 
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rebounded to a $68 level. 


AUTOMOBILES—Factory | sales 
of motor cars in December totaled 
498,000 units, compared with only 
405,000 in December, 1935. Of this 
total, trucks accounted for 73,000 
against only 62,000 for December, 

















1935. Factory sales of passenger 
|JAUTOMOBILE PRODUCTION 
160 -— : ; 

| 140}-+ 4 ‘ome jee dams uae mi | 
| 2 120}1937—~ +1 te 
< on LAre ae ih 
Y 100 + bare | +t IS a 
if 9 rT? ew ee fia 
‘| = 8% anes Sa ak 
its 60 ale +—}— Mi t 
TZ 40 pj 8 fh 
Me reneetns cael 
| 0 pESE CEES! | aaa yh ae ii 
| }FMAMJSASOND. 














cars during the past year amounted 
te 3,676,000, an increase of 13% 


over 1935. Truck sales came to 
778,000, a gain of 12%. Production 


in January was curtailed, not only 
by the strike at General Motors’ 
plants; but also, to a lesser extent, 
by high water at Ford and Ply- 
mouth plants. 


RUBBER — The International 
Committee has fixed rubber export 
quotas for the third quarter at 85% 
of basic production, compared with 
80% for the second quarter and 75% 
for the first quarter. This means 


equipment sales occasioned by labor 
and flood troubles in the motor car 
industry. 


MERCHANDISING—While the 
physical volume of retail sales in 
1936 was only 5% below the 1929 
total, sales measured in dollars, 
though 13.8% ahead of 1935, fell 
24% short of the 1929 peak, owing 
to lower prices. Of $37,300,000,000 
in retail sales last vear, about 32% 
was food; 20% for automobiles, gaso- 
lies and accessories. Department 
store sales in December increased 
11.7% over the corresponding period 
of 1935, compared with a gain of only 
9.7% for the full year. Sales in the 
New York area for the first half of 
January increased 5.7%. Wholesale 
houses did 18.9% more business than 
for the corresponding period of 1935, 
compared with a gain of only 10.1% 
for the full year. Trade during the 
past fortnight has been hampered in 
various localities by strikes, floods 
and an epidemic of influenza and 
other diseases. Mark-ups in recent 
mail order catalogues have been less 
pronounced than might have been 
expected — partly because leading 
houses are covered ahead on lower 
price raw material, and partly be- 
‘ause the mail order chains take full 
advantage of the “All-commodity” 
low shipping rates mentioned in our 
paragraph devoted to the RAILS on 


UTILITIES. 





Electric power out- 
put in December amounted to 10,- 
478,000,000 kwh, an increase of 14%, 


over December, 1935. About 35% 
of this total was produced by water 
power. The Government has called 
off all negotiations, over T V A 
power pooling, beyond offering to 
extend for another 30 days the exist- 
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ing temporary arrangement; under 
the pretext that injunctions applied 
for by 30 utilities have made further 
negotiations futile. Federal judge 
Julian W. Mack has recently ruled 
that utility holding companies are 
legally bound to register under terms 
of the Public Utilities Act of 1935; 
but refrained from passing upon the 
constitutionality of other sections 
of the Act. The Ickes Committee 
recommendations are expected to 
favor continued drastic public regu- 
lation of the utilities and more ag- 
gressive Federal competition in areas 
adjacent to the Government power 









































that exportable supplies for the the preceding page of this summary. projects. 

third quarter will 

total 283,931 tons SER Conclusion 
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cent 5% advance in 
wholesale tire prices 
ensures good _ unit 
profits for the first 
quarter, which will 
help to compensate 
for loss of original 
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Finance 


1936 Indexes 


Securities 


THE MAGAZINE OF WALL STREET'S COMMON STOCK INDEX 
1937 Indexes 

















— ——No. o —— ——— 
High Low Issues (1925 Close——100) High ow png 23 Soi 30° Pek. 6 
106.0 78.4 3.30 COMBINED AVER. 116.9 106.0 115.3 115.3 116.9H 
204.6 113.4 5 Agricultural Impl t 234,8 204,6 233,0 224.4 234.8H 

68.6 39.9 6 Amusementss. ee ae 77.8 68.6 72.6 70.9 77.8H 
143.5 116.8 16 A 141.7 128.1 138.9 138.5 141.7 
24.9 617.7 13 Pernt ally Seatncavetacoe ns 28.8 23.3 27.4 27.5 28.8H 
156.8 104.3 8 Aviation (1927 Cl.—100). 174.7 156.8 172.8 170.3 174.7H 
23.8 F12.6 3 Baking (1926 Cl.—100)... 28.5 21.8 26.4 26.3 25.8 
500.9 318.6 2 Bots. & Cks. (39 Cl—100) 526.4 456.6 507.7 505.9 526.4H 
262.0 202.8 3 Business Machines........ 295.3 262.0 284.5 282.2 295.3H 
287.4 216.2 S Goe........ 242.8 214.8 229.6 218.7 214.8 
237.1 187.5 10 Chemicals. . 244.2 228.7 240.8 237.4 238.8 
73.8 42.8 15 Construction............. 88.3 73.4 85.2 88.3H 86.4 
,166.4 87.9 10 Copper & Brass........... 197.6 165.9 190.8 187.5 195.9 
47.8 39.3 2 Dairy Products.... 41.8 40.7 40.7 41.1 41.8 
41.8 23.3 10 Department Stores. 38.7 36.0 36.6 36.1 38.7 
100.1 72.8 8 Drugs & Toilet Articles. . 108.8 92.1 107.7 108.8H 007.2 
441.1 227.2 2 Finance Companies 388.4 376.0 380.2 377.5 376.0 
70.1 60.9 7 Food Brands........ 71.9 65.6 70.0 71.9 70.3 
56.6 41.4 4 Food Stores............. 53.2 51.3 52.6 51.3 51.9 
103.2 65.7 3 Furniture... .. 121.7 103.2 113.3 115.9 121.7 H 
1296.9 1116.0 4 Gold & Platinum nding... 1201.9 1149.1 1184.7 1188.2 1201.9 
51.0 36.6 5 Investment Trusts.......... 53.3 49.2 53.3H 52.8 53.1 
341.6 265.2 3 Liquor (1932 Cl—100)... 289.0 277.6 286.8 283.6 277.6 
189.5 134.7 9 Machinery.............. 209.8 189.5 209.8H 207.5 1206.2 
107.4 61.3 2 Mail Order..... sles 92.4 89.6 90.8 90.3 92.3 
83.9 59.4 4 Meat Packing : . 98.0 79.6 90.5 88.5 9 
232.5 159.5 14 Metal Mining & Smelting.. 262.1 232.5 252.1 243.0 262.1H 
23.4 6.0 19.0 23.5H 22.8 22.8 
142.8 97.2 142.8 151.4 152.8 153.6H 
96.6 67.2 18 Public Utilities........... 114.9 96.6 111.9 108.0 104.5 
35.4 26.7 4 Radio (1927 Ci.—100).. .. 31.7 28.2 29.7 31.5 31.7 
100.4 52.5 9 Railroad Equipment....... 111.1 100.4 105.8 109.0 111.1H 
39.8 27.3 24 Reilroads................ 40.3 37.2 39.3 38.2 40.3 
27.1 13.4 IN kas os Sa ws ch ties 28.5 25.6 28.5H 28.1 26.8 
87.6 62.7 4 Shipbuilding... 84.6 76.0 84.6 82.3 82.3 
124.5 S52 12 Steel Alon... .......... 138.0 124.5 131.3 137.2 138.0H 
ee Sere 45.2 42.6 43.8 43.9 42.6 
175. -6 142.5 a ee 171.2 159.9 168.9 168.9 168.4 
97.4 76.6 3 Telephone &Telegraph.... 85.2 81.5 84.8 83.0 81.5 
83.5 62.0 | oS ae 87.7 77.1 87.7H 84.8 84.8 
20.9 10.6 4 Tires & Rubber........... 23.2 20.5 22.4 F 23.2H 
100.2 87.2 4 Tobacco aa eewees 99.4 94.1 96.2 96.9 99.4 
76.2 61.0 i) 71.9 65.1 71.9 70.8 69.4 
369.2 232.5 4 Variety Stores... 346.8 322.8 322.8 332.8 346.8 
H—New HIGH record since 1931. 
DAILY INDEXES OF SECURITIES 
N. Y. - ¥. Times 
Times Dow-Jones Avgs. - * Stocks— 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, Jan.f25 90.07 185.62 55.25 104.19 135.95 2,219,010 

Tuesday, Jan. 26 89.55 183.19 54.22 138.85 136.92 2,174,830 

Wednesday, Jan. 27 89.77 183.97 54.77 137.81 136.53 1.936,736 

Thursday, Jan. 28. 89.79 183.41 54.45 138.44 136.56 2,342,530 

Friday, Jan. 29... 89.71 184.74 54.77 137.92 136.20 1,964,800 

Saturday, Jan. 30 89.66 185.74 55.00 137.88 136.75 1,194,730 

Monday, Feb. 1 89.92 186.61 54.86 138.92 137.10 2,357,270 

Tuesday, Feb. 2. . 89.93 188.20 55.25 140.12 137.86 2,428,500 

Wednesday, Feb. 3. 89.98 188.69 56.13 140.43 138.78 2,451,670 

Thursday, Feb. 4.... 90.02 188.39 56.48 140.34 138.85 2,388,480 

Friday, Feb. 5...... 89.83 186.01 55.93 139.80 136.99 3,321,850 

Saturday, Feb. 6...... 89.98 187.11 57.29 138.75 137.28 1,453,480 

STOCK MARKET VOLUME 
Week Ended Feb. 6 Week Ended Jan. 30 Week Ended Jan. 23 
14,401,250 11,832,636 15,541,930 
Total Transactions Same Date Same Date 
Year to Feb. 6 1936 1935 
73,077,226 83,799,289 23,168,187 
Note: Latest figures compiled as of Feb. 8. (b)—1,000 Gross tons. (C)—Iron Age. (d)— 


F. W. Dodge—37 states. 


*—000 omitted. 
De—December. 





1937 


(F}—Dun & Bradstreet. 
t—000,000 omitted. 
Ja—January. 


*—Iron Age Composite. 


(G)—U. S. Labor Bureau '23-25—-100. 


§—Week ended Feb. 4. 
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ESSENTIAL STATISTICS 


Business 


MONEY RATES 
Time Money (90-day) 
Prime Commercial Paper... . . 
ee 
Re-Discount Rate. 


CREDIT 
Bank Clearings, N. Y.7 
Bank Clearings 
(outside N. Y.)T.. 
Brokers’ Loans, F. R.7 


Brokers’ Loans N. Y. S. E.t.. 
New Corporate Financing ?.. 


COMMODITY PRICES 
Finished Steel* c per Ib. 
Pig Iron * perton..... 
Steel Scrap* $ per ton. . 
Copper, $ per Ib..... 
Lead, $ per Ib. 
Zine, $ per Ib.. 
Tin, $ per Ib... 
Rubber, $ per Ib......... 
Crude Oil (Mid-Cont.), $ per 


Sugar, raw, $ per Ib... 

Silk, raw, $ per lb........... 
Wool, raw, $ per Ib........ 

Wheat, Price, May, $ per bu. 
Cotton, Price, Mar., $ per Ib 
Corn Price, May, $ per bu.. 


KEY INDUSTRIES 
Steel Ingot Prod. (6) (tons)... 
U. S. Steel Corp. Shioments 
BN Pree 
Pig lron Production (b) (tons). 
Operating Rate, % Capacity . 
Auto Production........... 
Bldg. Contract Awards (d)*. 
Cement Shipments* (bbls... . 
Residential Bldg.(d)* . . 
Coal Production (tons) Bit... . 
Cotton Consumption (bales)*. 
Mach. Tool Orders, '26— 
100%.. a 


Oil Prod., daily aver. (bbis.)* 
Stocks of Gasoline* (bbls.). . 
Elec. Pwr. Output (kwh)t. . 


TRANSPORTATION 
re 
Miscellaneous Freight*...... 
Merchandise, L.C.L.* 


TRADE 
Dept. Store Sales '23-25-—- 
GOES siscaGioale ¥'s.05002 : 
Mail Order Sales*....... . 
Merchandise Imports*®... .. . 
Merchandise Exports*...... 
Business Failures (F)........ 


EMPLOYMENT 
Factory (G). . ; 
Durable Goods Industries (G). 


WConsumers Goods (G)....... 


Factory Payrolls (G)........ 














































































Latest Previous Year 
Week eek Ago 
14% 14% 1% 
%@1% R@1% %WwE1% 
1% 1% w% 
114% 11h% 14% 
$4,609 $3,890 $4,033 
2,241 2,112 1,878 
998 1,016 920 
Feb. 1 Jan.1 Last Year 
$1,026 $1,051 $925 
245Ja 531De 275 
Latest Previous Year 
Week ee go 
2.33 2.33 2,109 
20.25 20.25 18.84 
18.92 18.83 13.67 
.63 63 0914 
06 06 041%, 
06% .06 .0485 
50 -4980 47TYe 
-21%4 211 -1514 
1.22 1.22 1.10 
.0365 .0381 .0330 
1.95 2.00 1.8714 
1.12-1.15 1.12-1.15 91 
1.3414 1.274% 985/2 
1254 -1283 1117 
1.05% 1.04% 6012 
Dec. Nov. Year Ago 
4,432 4,337 3,307 
1,067.4 882.6 661.5 
3,212Ja 3,115De 2,026 
79.0$ 75.0 50.5 
498,721 394,890 404,528 
$199,696 $208,204 $264,136 
6,246 8,942 4,514 
65,487 68,441 45,140 
44,487 41,588 35,388 
693 627 500 
260.0 147.1 98.3 
Latest Previous Year 
ee ee Ago 
3,194 3,205 2,816 
69,540 68,180 62,558 
2,215 2,257 1,963 
Latest Previous Year 
Week Week Ago 
660 670 622 
268 262 211 
153 159 149 
Dec. Nov. Year Ago 
92 93 84 
$111,701 $84,850 $87,531 
244,321 196,423 186,968 
229,739 225,766 223,469 
811Ja 692De 1,077 
Dec. Nov. Year Ago 
97.7 96.7 88.2 
92.0 90.6 79.7 
103.9 103.2 97.3 
94.6 90.5 77.4 
















The Personal Service Department of THe MaGazinr or WALL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Locomotive Co. 


To what extent does American Locomotive 
now discount its probable share in the im- 
proved demand for railroad equipment? In 
the light of its doubling in the past year, is 
much further appreciation possible?—G. F. 


N., Rye, New York. 


Present quotations for American 
Locomotive common reflect the bet- 
ter outlook for sales, but we do not 
feel that the stock fully discounts 
future potentialities. Due to the 
virtual dearth of locomotive business 
during the years from 1931 to 1935, 
the company sustained losses aggre- 
gating $13,500,000. Despite the 
necessity of absorbing these heavy 
losses, the company was able to 
maintain a strong financial condi- 
tion. At the close of 1935, current 
assets of $14,389,602, including cash 
zlone of $3,500,000, compared with 
current indebtedness of only $1,643,- 
707. In order to lessen the com- 
pany’s dependence upon the rail- 
roads, the management introduced 
during recent years a number of 
uew products which may contribute 
liberally to earning power in the 
future. However, it is primarily to 
the railroads that stockholders must 
look for earnings for some time 
ahead. Currently, there is a pro- 
nounced improvement in locomotive 


orders on the company’s books, and 
given further recovery in railroad 
carnings, the organization should ex- 
perience a virtual flood of orders for 
locomotives of modern design. Con- 
sidering the need of the carriers to 
economize in every way possible and 
the fact that equipment orders have 
been well below normal for several 
years, the business is unquestion- 
ably one which holds unusually good 
possibilities. American Locomotive 
has outstanding some 351,961 shares 
of $7 cumulative preferred shares 
preceding the 767,900 shares of com- 
mon. Arrears on the _ preferred 
totalled at the year-end approxi- 
mately $9,414,000. Although this is 
a sizable sum, a continuation of the 
present favorable earnings trend 
should permit the adoption of some 
plan to discharge accumulations and 
thereby place the common in a bet- 
ter position. It seems to us, there- 
fore, that the shares still afford 
speculative attraction, despite the 
appreciation already enjoyed. 


Inquiries. 


American Radiator & Standard 
Sanitary Corp. 

In view of the very optimistic outlook for 

the building industry, I would be interested 

in knowing what you foresee for American 


Radiator in 1937. I hold 150 shares averag- 
ing 22%,.—S. H. P., Columbus, Ohio. 


As the recognized leader in the 
manufacture and _ distribution of 
heating and plumbing equipment, 
there would seem to be little ques- 
tion that American Radiator & 
Standard Sanitary Corp. will bene- 
fit from the improvement indicated 
in building operations this vear. 
During the depression years, the 
management put into effect a nun- 
ber of operating economies which 
have considerably lowered the vol- 
ume of business necessary to report 
a profit. Although the report of the 
company covering full year 1936 
operations is not available as this is 
written, the company earned 51 
cents a share on its common stock 
for the 12 months ended September 
30, 1936, and results for the calen- 
dar year are believed to have been 
even better. In the full year 1935, 
earnings equalled 25 cents a share. 
against 11 cents in 1934. There has 
been a steady improvement in the 
residential construction field _ re- 
cently and competent observers are 
agreed that a building boom is un- 
derway which likely will last for 
several years. Since the company is 
in a position to handle a materially 
higher volume of business without a 
commensurate increase in costs, 1937 
earnings outlook appears excellent. 
The concern’s strong financial re- 

(Please turn to page 586) 





When Quick Service Is Required Send Us Prepaid 
a Telegram and Instruct Us to Reply Collect. 
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By POINTS PROFITS in Simmons! 


Another example of 
the profit-creating 
power of FORECAST 
Counsel... 
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hich ‘TD hicee two telegrams could have been worth hundreds of 
vol F dollars to you... Forecast subscribers always receive such specific advices 
pi telling them exactly what and when to buy and when to sell. With market Adiliitones 
e . . ae ° ° ° t 
1936 guidance of this character, it is easily possible to conduct a successful invest- 1937 ii : 
936 . : — 
<- ment and market program ... one that will mean steady growth of your Profits 
Is Is | ical q ee ee : h - hick Celotex Corp. 85%, Texas Corp. 44, 
51 capital and equity. Many issues may now be purchased which should United Aircraft 414, Kennecott 4, Allis 


‘ock {| Tesult in substantial profits in the near future. When the general public Chalmers 5%, General Cable “A” 24. 


iber begins to snap up these issues, prices will be many points higher. 54. if, 
g POINTS PROFIT 











len- ae —_—n — 
we Fill in the coupon below NOW and mail with your 
935 remittance, to be assured of receiving our current advices. During January Alone 
ste Profits should be many times the subscription fee. on Closed-Out Advices! 
are, 
has 
the Mail Tod THE INVESTMENT AND BUSINESS FORECAST 
- 
re- Veal oday of The Magazine of Wall Street 
are 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
e 
un- I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I under- 
for stand that regardless of the telegrams I select I will receive the complete service by mail. ($125 will cover 
é Your subscription will an entire year’s subscription.) 
aif IS - Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
ally Start at once but date Code after cur Code Book has had time to reach you.) 
it a from March 15 i, TRADING Short-term recommendations following intermediate market swings. Three or 
fa four wires a month. Three to five stocks carried at a time. $1,500 capital 
937 ADVICES sufficient to act in 10 shares of all recommendations on over 60% margin. 
ent. e im UNUSUAL Low-priced common stocks that offer outstanding possibilities for market profit. 
. Two or three wires a month. Three to five stocks carried at a time. $750 capital 
Tre- THE Forecast act only as OPPORTUNITIES sufficient to buy 10 shares of all recommendations on over 60% margin. 
an advisory capacity handles OC BARGAIN Dividend-paying common stocks with exceptional price appreciation prospects. 
3 eee . One or two wires a month. Three to five stocks carried at a time. $1,500 
no funds or securities and INDICATOR sufficient to buy 10 shares of all recommendations on over 60% margin. 
has = financial interest in LU al UPA eee oT SK eR ER ee CAPITAL OR EQUITY AVAILABLE..........---- 
id any issue or brokerage house. 
Its sole purpose is the growth TEN: 55:66 oe oa v0. yore) ie 4 co lew ble Sal 6 57% lo sb cana Sc lope; Anes ne, hes e1s):0:feiu ore ala Sim bl ble lale) a, w hie Alene wre Teer SAL Seec eral Meera 
rt. wed er sires and income “oT CS A 8 Se ee A ABRs oc ccakd ators Ack eo seme Oe ae Feb. 13 
through reliable counsel. * , , : ; . 
6 ‘ Include a Complete List of Your Present Holdings for our Analysis and Recommendations 
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BRIGHT FUTURE 


-for These Stocks? 


WO stock groups attracting 

wide attention because of 
their possibilities of earnings 
expansion are the Railroad and 
Office Equipment industries. 
Both are reviewed in the current 
United Opinion BULLETIN, with 
analyses and chart studies of 
the following securities: 
Burroughs Amer. Car & F'dry 


Nat'l Cash Reg. Gen'l Amer. Trans. 
Underwood-Elliott West'hse Air Brake 


2 Low-Priced Issues 


In addition this Bulletin carries analyses 
of two stocks, selling below 25, that 


uppear under-valued on the basis of 
earnings prospects. 
You may have a copy of this timely 


Bulletin, without obligation. 


Send for Bulletin W. S.55 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. A rr Boston, Mass. 














Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 
As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘‘Booklet M,”’ giving trading 
requirements and other information, 


J.A. Acosta & Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 





Phone BOwling Green 9-2380 








"A LITTLE DOES A LOT" 


Send for free cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 
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NEWMONT MINING CORPORATION 
Dividend No. 34 
A dividend of Seventy-five cents per share has 


been declared on the capital stock of Newmont 
Mining 
stockholders of record at the close of business 
February 26, 1937 
February 5, 1937. 


Corporation, payable March 15, 1937 to 


H. E. DODGE, Secretary. 


| 
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New York Stock Exchange 


e 
Rails 
1935 
A High low 
(Se gS Se ae 60 35%, 
Atlantic Coast Line.................. 37% 1914 
B 
Baltimore & Ohio.................... 18 7% 
Bangor & Aroostook........... 4914 364, 
Cc 
a. SA ee 133%, 8 
Chesapeake & Ohio.. ... 53% 37h 
Chicago Gt. Western Pfd.. 5% 1 13 
C. M. & St. Paul & Pacific. ........... 3 % 
C. M. & St. Paul & Pacific Pfd.......... 4% y%, 
Chicago & North Western.... ........ 5% 134 
Chicago, Rock Js. & Pacific............ 2% Vy 
D 
Delaware & Hudson.. ............... 43% 231% 
Delaware, Lack. & West.............. 191/ 11 
E 
RIESE ic ccawre ss yncwsesaacovas 14 1% 
G 
ee 351% 9% 
! 
PEMD ss 255 6.02105 s'Saalocde en ws 221, 9% 
K 
Kansas City Southern ................ 141% 3%, 
L 
Eee ee 111% 5 
Louisville & Nashville................ 645, 34 
M 
Mo., Kansas & Texas. ckewsey 6% 2% 
Mo., Kansas & wanes PRA cae 161%, 5% 
Missouri Pacific. . er Sees 3 1 
N- 
+_4 York Central. . A PE ne 295, 121%, 
nM. ¥., Cie, A St. Couls. ......... 9 6 
y" NM. 4, @ Materd.............. 814 2528 
Norfolk & = abide dolakers Sa 8 158 
eee 25% 131% 
Pp 
Bee oe, DLE ESOP SI ae 32% 17% 
R 
Reading...... 431% 29% 
Ss 
eee. ree ree 2 %, 
0 5 Se ee eee 251% 123%, 
Southern Railway.................... 16% 5I4 
T 
Texas & Pacific......... 28% 14 
U 
MEINE cos inane eae nduewswee 111% 821% 
Ww 
Western Maryland................... 101, 51% 
OS are re ere 33% 14, 
Industrials and 
1935 
A ‘High = Low 
IND, 9354.5 00 wis 65 >8's50 sce 28 
SS arene ere rae ae ceiace 
i a. b.¥ dich ow mais ml 201%, 13% 
ES OS aa 32 21 
Allied Chemical & Dye.............. 173 125 
| aa eee 9 3% 
Allis Chalmers Mfg................ . 33% 12 
Alpha Portland Cement.............. 22%, 14 
CN Ne La se 6 504s 80 481, 
Amer. Asie. Chemica! (Del.)....... 57% 4114 
Amer. hs oe hon Kan a 4734 1314 
Amer. Brake a tererne 42% 21 
ele. ng Saw o.s 36045 149%, 110 
Amer. Car ESS eee 33% 10 
Amer. & Foreign Power........... .. 9% 2 
Amer. Power & Light................ 9% 114 
Amer. Radiator &S.S................ 25% 10% 
ees OS reer 323% 153%, 
Amer. Smelting & cere Rocce hails 64%, 31544 
Amer. Stee! —-- ieece ncn! 12 
Amer. ge neinins.. - 70% 501%, 
Amer. Tel. - 1601 987% 
Amer. Tob. _ Ee eee 107 7143/4 
Amer. Water Works & Elec........... 223/, 7%, 
OS | ae 6835/4, 351% 
Anaconda Copper Mining............ 0 8 
aS? hea 612 3% 
a ee 8 201% 
ae eR RE pec 45% 15 
PT OUT NIINN oo bis nsckcsicdeces 51% 235, 
Baldwin Loco. Works. 6% 1% 
OSES SR neers 4 11% 
Serre .. 14% 5% 
eee CS, errs 201% 14 
Beech-Nut Packing................... 5 72 


1936 1937 
Hish Low Hish Low 
88%, 59 755% 694 
49 2152 485, 44, 
26% 15% 23% 05/g 
491, 39 4435/4 1 
16 10% 17%, 14% 
77 51 68, 6314 
14% 4 16% 13% 
2% ip 2% 2 
5% 2% 5%, 45, 
4% 2% 43, 3% 
3 11 23/, 2, 
54%, 36% 53% 42% 
231% 14% 19%, 17% 
18%, 11 16% 13% 
463, 32% 44%, 408 
2914 1856 254% 2% 
26 13 23% 20 
22 8% 19% 11% 
102% S7I% 94%, | 8814 
9% 514 T¥%4 6% 
33% 14% 27%, 24% 
4 2% 2%, 
49%, 27%, 44% 40 
53% 17% 61% 41 
6% 3 6% 5% 
310% 210 2 2591/9 
36%, 23% 30% i 27%4 
45 284, 43% 39% 
50%, 35% 455%, 41% 
3% 14 4 3 
471, 231% 5034 42% 
26%. 12%, 30% 24 
49 28 49 43% 
1493, 108% 132%, 126% 
121%, 8, 101, 8h 
4 if 3 2% 
= 
Miscellaneous 
1936 1937 
High Lew High ew 
353%, 17% 28 25% 
86% 58 80% 75 
17% 13 15% 143% 
40% 26% 41% 36% 
5 7 2 225 
201%, 6% 18% 161, 
81 35% 8314 76 
3414 19%, 3934 30% 
1251 75 110% 101 
89 49 101% 83 
5514 36 413%, 38% 
70% 40 1% 69 
137% 110 1 107 
60% 30 68%, 56 
9% 6% 13% 71% 
143, Ti 1614 11% 
27%, 18%, 293% 24% 
37 23%, 353%, 33% 
103 563%, 98%, 89 
64 2014 73% 5914 
63% 48%, 56% 52 
1901, 1491 7 18134 
104 881 99%, 95% 
275, 191, 29% 25% 
10%, 52% 79 64 
553% 28 57% S214 
73 472 101 7 
351% 26/2 35% 301, 
544%, 26%, 36%, 30 
Ty, 4/2 9% 6% 
11% 2% 11% 8 
381% 21 403, 35% 
28% 141, 351% 26% 
28% 18 27% 25 
112 85 111 107 


Last 
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2/2/37 
13% 
48 


22% 
443, 


3% 
30% 


44%, 
129 


9% 
23/4 
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Share 
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Bendix | 
Best & ¢ 
Bethlehe 
Boeing | 
Borden | 
Borg Wi 
Bridgeps 
Briggs N 
Brookly: 
Bucyrus 
Budd M 
Byers & 


Calumet 
Canada | 
Case, J. 

Caterpill 
Celanese 
Certo de 
Chesape 
Chrysler 

Coca-Co 
Columbi 
Colum. ¢ 
Commer 
Comm. | 
Commerc 
Common 
Consolid 
Consol. | 
Containe 
Continen 
Continen 
Continen 
Corn Pro 
Crane Cc 
Crown C 


Cutler-H; 


Deere & 
Distillers 
Dome M 
Douglas | 
Du Pont 


Eastman | 
Electric / 
Elec. Pov 
Endicott . 


Fairbanks 
Firestone 
First Nati 
Foster W 
Freeport | 


General , 
General | 
General § 
General | 
General | 
General | 
General | 
Gen. Rea 
General | 
Glidden. 
Goodrich 
Goodyea 


Hecker P 
Hercules 
Houston | 
Hudson A 


Industrial 
Inspiration 
Interboror 
Inter. Busi 
Inter. Har 
Inter. Nic 
Inter. Tel, 


Johns-Ma 
Kennecott 


Lambert. 
Lehman C 
ibbey-C 
Liggett & 
Loew's, Ir 
Lone Star 
Lorillard . 


Melntyre | 
McKeespe 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 

















iva 1935 1936 1937 Last Div'd 
iy ; a pose ete sink : ~——-—. Sale $Per 
ae bs B High Low High Low High Low 2/2/37 Share 
00 ' Bendix Aviation...... s 241 11% 3234 215 28%, 25 27% {1.50 
Yr | Besta Co....... Be ah i ae oe . 57% 34 72 48 625%, 56% 58 *2.50 
5 Bethlehem a ee 52 21% 173%, 45% 83% 73 82% {1.50 
) Boeing Airplane..... ee ee .. 22Yy 64% 37% 116% 39 33% 35% wees 
oa 1) re Ree eee 275%, = 21 323%, 255%, 28 264 271A 1.60 
50 Se eee cece - 7% 2814 901%, 64 80%, 72%, 4.00 
en Oe eee 171 81h 18% 124%, 20% 16% 19% * 40 
MN sca sic te wi 5534, 24% 6442 43%, 572 51% 5334 *2.00 
cas Brooklyn- Manhatian Transit ee 361; 5814 401%, 53 49% 501%, 4.00 
-80 MR ROND ss cicox 64-48 <.5.500 «kw ccic . 8h 4%, 213, 8%, 25, 20 245, aor 
am ) Budd Mfg............. ieee e se 3% 15% 9% 1444 121%, 1358 
: Byers & Co. (A M.).....0......... 205 1134 291, 1614 33 27%, 30 
a 4 
© Calumet & Hecla...... 21 16} 201 15) 17 t+ 73 
> Canada Dry Ginger Ale. Ha 304, 103% 207 we wie as 
i SS eee 4554 924%, 166% 138 165 4.00 
> Caterpillar Tractor........ 361% 1 543%, 1 8514 99%, “2.00 
Celanese Corp. 191 32%, 213, 3154 267% 30% $1.50 
Cerro de Pasco Copper... 385 74 474%, 15%, 67% 69% 4.00 
Chesapeake Corp....... 3 100 59 893, 85 86 3.00 
Chrysler Corp.......... 31 138%, 85% 127%, 11034 126% {12.00 
Coca-Cola ae : 721/ 4 84 133 122% “2.00 
Columbian Carbon. . 67 4 94 123%, 117% 123%,  *4.00 
Colum. Gas & Elec... 3% 2334 14 20% 1714 173%, t{ .40 
Commercial Credit... ... 3914 84%, 44 69%, 64%, 651%, *4.00 
Comm. Inv. Trust......... 56%, 9134 55 80%, 73% 16% *4.00 
Commercial Solvents. .... 161 24% 14% 211%, 181/, 192 * .60 
Commonwealth & Southern. 51% 2%, 4, 3% 314 spas 
Consolidated Edison Co. . . 15% 483 2714 49%, 435 47 *2.00 
ROMIDL OM sie o.o.5:04 55's 6% 17% 111% 17% 15% 17 -80 
-. Container Corp........ 22 26%, 153%, 30% 20%, 30%, 1.20 
50 Continental Baking, A 4% 3534 1034 373%, 29 3512 
Continental Can........ 6234, 8714, 633%, 69% 6114 63% *3.00 
Continental Oil......... 51% 447g 2814, 45 YA 421, 447, *1.00 
Com Products Refining. 821% 63% 71%, 67 69% *3.00 
> ee aaa . 7 5014 24 5512 46 5514 ove 
Crown Cork & Seal........ 23% M1 43% 74%, 95% 2.00 
Curtiss-Wright Re ee : 9%, 4 1% 614 %, a 
Curti's-Wright, A........... hen 6% 21% 1ov 221, 19% 20% it .50 
Cutler-Hammer..... . aii 16 83%, 43%, 87 82 86% *1.00 
D 
50 Deere & Co.. ayer 583, 2235/4 1083/4, 52 12314 1043, 120 ss 
Distillers Corp. Seagrams Pee 135 34% 184% 2834 25 251% say 
Dome Mines........... ; ... 44 341, 6114 411% 51 47%, 501%, *2.00 
00 SS Se een 583 1714 821, 50% 1%, 6914 70 1. 
Du Pont de Nemours................. 14614 86%, 184%, 3 180% 169 175 {6.10 
E 
00 Eastman Kodak... IE ES Ee . 172% 11014 185 156 17514 16714 174, *5.00 
B cuewic Ato Lite... 68. se cass es 3834 193g 47 30%, 43% 3834 43 *2.40 
Elec. Power & Light... .. are Th 1 25% 63 2672 2134 231% ok 
Endicott Johnson Corp. . oe . 66 52%, 69 5314 5714 5514 57 3.00 
F 
| Fairbanks, Morse....... dessaes, Se 17 1%, 345%, 71% 66 69 *1.00 
Firestone Tire & Rubber............ 251% 131 36% 244, 351% 3234 35 2.00 
First National Stores...... ......... . 58% 443, 555% 40 5014 483, 49% *2.50 
Foster Wheeler......... a6, Wek singh )acns 9% 453 24, 5314 43 51 a 
00 Freeport Sulphur.... . . Sevate 30%, 1714 3558 231% 321%, 2654 29% 1.00 
G 
General Amer. Transpt ...... 48% 325% 176 42%, 192 1% %19% 13.00 
General Baking........ etre | Th 20 103, 1914 1634, 17% * .60 
General Electric...... ose ress ae 20% 55 341 64% 52%, 64%, *1.00 
General Foods....... Soke teew ve Se 30 44 33% 44 391% 437% 2.00 
General Mills......... ; cones See 59% 10% 58 5%g 60% 65 3.00 
NM TIUNOND oii soci 6 oso oa.seicces es 59% 267 77 53% 9 601% 66% Tt .25 
General Railway a. ere 41, 15%, 57 321% 563% 64 1.00 
'd Gen. Realty & Utility................ 31% 3 4% 5% 4%, 5% aor 
Por General Refractories...... ........... 331% 16%, 71 33% 70 6514 68% 13.25 
ace NN eet ic hia oewwacae eas 491 23% 55% 39% 511% 435% 50% 2.00 
~ Goodrich Co. (B. F.). . aeGascnesss Gis Tv 35% 13% 34% 31 33%, 1.00 
00 Goodyear Tire & Rubber cccitin 26%, 15%, 31% 2154 361% 27% 35% ae 
60 H 
65 Hecker Products... . Sswels. Me 1434 213 125 15% 1314 155% 
00 Hercules Powder... . . ee 90 71 150 84 182 150% 170 $5.25 
20 Houston Oil. . Sieisees cies ae 1% 13% 6% 175% 121% 16 
50 Hudson Motor Car...... .......... 17, 6% 225 1314 231% 181, 23 
1 
00 Industrial Rayon..... ic 2 2314 4134 255% 4012 3614 37 *1.68 
00 Inspiration Copper. . Sas : 834 2 24%, 61%, 3214 221% 29 ie Sve 
00 Interborough Rapid raha... css 23% 8%, 18% 10% 133% 1114 12%, oe 
00 _ Inter, Business Machines.......... ; 19014 149144, 194 160 189 180 181 *6.00 
00 Inter, Harvester...... ‘ kf bee 6552 344%, 10514 56% 111% 103 10614 2.50 
Inter. Nickel....... PEST See . 41%, 22%, 663/g 43%, 64% 621% 644% Tt .50 
Inter, Tel. & Tel...... Loan cine. COE 5% 191%, 1114 13% 11%, 12% 
J 
“4 Johns-Manville..... . issccccesese 9940 38%2 152 88 155 143 145% *3.00 
0 K 
0 Kennecott Copper. . . 303% 13%, 633% 28% 64 56% 60 {1.70 
“4 SNORE o.oo. 's 6° oye tan 281 2134 26%, 15% 21% 1814 2052 2.00 
Lehman Corp........ : ..... GSH 671 12334, 89 130 118 1281/4, *3.00 
30 Libbey-Owens-Ford. . ca hoes = oe 211% 801, 41%, 79 67% 76%, [3.50 
4 Liggett & Myers Tob., B ; . 122 93%, 116% 9734 114 106% 113%  *4.00 
; oo) a a as enecrae 55% 314%, 67% 43 77 644%. 16%, *2.00 
Lone Star — ee ae 364% 22% 61% 351% 685 5 68% *2.00 
0 ee eee oo. 26% 18%. 2% 2% 224% 23%, 24% *1.20 
I or 4a hc pias a One 3034 185 49, 2798 497g 4235/4 48%, *1.00 
2) eae pie gis 57% 301% 6514 401, 54%, 50% 53%4 *2.00 
8 Marshall EOP E Se Ln eno 1414, 6% 25% 11% 21% 18% 20% .... 
4 Masonite, new.......... eee icici eee ee rot 44 7134 60 713% *1.00 
-4 Mathieson Alkali. . Mes slate anlet 23%, 423g 27% 41%, 381, 39% 1.50 
Melntyre Porcupine.................. 45% 33%, 49% 38% 42) 38 39%, 2.00 
0 McKeesport Tin Plate................ 131 90% 118% 8314 923/44 84 85 *4.00 
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Odd Lots—100 Share Lots 


Odd Lots enable you to diversify 
your holdings and increase margin 
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Our booklet explains the many 
advantages offered by Odd Lot 
Trading. Copy furnished on re- 
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OPENING AN ACCOUNT 


Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 
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Selling 
Securities 


Too many security salesmen are using 1928- 
29 sales methods for 1937-38 sales conditions. 


Make your security sales presentation more 
effective. Gear it to existing conditions. 


More Sales 


Babson Institute Training in Security Selling 
contains the facts which are absolutely essen- 
tial to success in selling securities and shows 
how to use these facts in a way which means 
—More Sales. 

Get for yourself this equipment which 
ean help you DO THIS JOB of SELLING 
SECURITIES RIGHT. 

Write to day for our free booklet, 2622 — 
“Security Salesmanship—the Profession”. 


BABSON INSTITUTE, Babson Park 
(Extension Division) Mass. 


20 Leading 


Aviation Stocks 
New 1937 Edition 


Booklet M. on request 


Dunscombe & Co. 


Members New York Stock Exchange 


60 Broad Street New York 2 

















New York Stock Exchange 
Price Range of Active Stocks 
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Slump 


Now ready: “Slump Ahead in Bonds.” 
Another startling and prophetic pam- 
phlet by Major L.L.B. Angas, Author of 
“The Coming American Boom.” 

Investment Consultant: 301 Park Ave., N.Y.C. 
It has set all Wall Street talking. 
Somerset Co., 461 Eighth Ave., N. Y. C. 
At all Bookstores. 50 pages. Price $1. 
No one holding Bonds, or Stocks, can 

neglect “this provocative pamphlet. 








‘* Y 
THE H. W. GOSSARD CO. | 


DIVIDEND NOTICE 











The Board of Directors of THE H. 
W. GOSSARD CO. (formerly Associated 
Apparel Industries, Inc.) on January 
28th, 1937, declared a dividend of twen- 
ty-five cents (25c) per share on the out- 
standing common stock, payable March 
1st, 1937, to stockholders of record at 
the close of business, February 15th, 
1937. Checks will be mailed. 


A. J. TROJAN, Secretary. 


LOEW’S | NCORPORATED 


**THEATRES EVERYWHERE” 
February 5, 1937 


fe Board of Directors on February 3, 
1937 declared a regular quarterly divi- 
dend of 50c and an extra dividend of 50c per 
share on the Common Stock of this Com- 
pany, payable March 31, 1937 to stockhold- 
ers of record at the close of business op 
March 12, 1937. Checks will be mailed. 
DAVID BERNSTEIN, 
Vice-President & Treasurer 
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1935 
M High Low 
McKesson & Robbins. . 10%, 5% 
Mesta Machine... 425/g 24 
Minn. Honeywell. oven Me 
in. Mol ne Power Ty. 3% 
Monsanto Chemical... .... .. 94% 55 
elt ren aa 21%, 
2) > Sy Saas seen 213 4%, 
SN ois ia casa akeus 6 < soe 
SSIES are eer 22% 
National Cash Register He 
National Dairy Prod 12 
National Distillers. 23% 
eae Power Ligh ae 
ional Power & Light 4 
National Stee Pt, 
N. Y. Air ie... 18) 
Newport Industries. 437, 
North America: 9 
North Amer. Rhian 2 
fe) 
Met na gas curedemsos 14%, 9% 
| RR eae een 17% 4% 
P 
Pacific Gas & Electric................. 315% 13% 
Packard Motor Car................... 71 31% 
Paramount Pictures................... 12 8 
SE MSD US 63% 46 bbe 45 e800 84%, 571%, 
Ps SSS ny 5a. acini os 281, 123%, 
PED is 65 owas teapeanee 40 13% 
Procter & Gamble... ..............: 533% 42 % 
Public Service of N. J...... «2... sc eee 463/4 203, 
PC CRER oe kk cd hws skainne sain 52%, 29% 
ee ee 17 5% 
R 
Radio Corp. of America.............. 133% 4 
Radio-Keith- i Msiehks i seeaene 6 1% 
een Bere 20%, 7 
| 3 re er 2034 9 
Reynolds (R. “ ) Tob. Cl. B.. 58% 43% 
s 
MINE iss 's) ok ,030r0 6 80a 3156 
Schenley Distillers................. . 56% 22 
RS os cs ck a 34 se who. 69% 31 
Gk |) eee 12% 1%, 
ern 1614 51 
Socony-Vacuum Corp................ 1534 105/g 
Oy Serie 84 43% 
St Ea eco 191, 121% 
Standard Gas & Elec................. 9% 1 
St ae 4114 273, 
St lS ea . 33% 23 
ae ES ECP 2 Serres 5234 35%, 
eer eee 18%, 6% 
SE SRO oc 6s so ccna seine > 151% 2% 
rrr rrr rr 1034, 2%, 
2 eee Pest cen eaves 6014 
T 
SOR SCL. scncohisesecces es 301%, 16% 
ee SR Se eer 3634 283, 
Texas Pacific Coal & Oil.............. 9% 3% 
Tide Water Assoc. Oil............... 15% 772 
Timken Detroit Axle................- 131% 4/2 
Timken Roller Bearing................ 72% 2834 
Twentieth Century-Fox................ 24% 13 
U 
Underwood-Elliott-Fisher.............. 87%, 53%, 
Union Carbide & Carbon.............. 753% 4 
reo fp err 4 143/44 
OO po a eres 303% 9% 
a ne re eee 78 
LS RRR aca emarereenn ae . T3/, 114 
|S a ee eer 92%, 6014 
United Gas ~~ SETS nee any ee ee 181% 9%, 
I ID occ cacs ash oo a 5) 8 ss 7 40% 
0. 5. industrial SS eee 5052 3514 
Lb SO | ere 225, 145, 
U2 ieee re 17%, 9%, 
U. S. Smelting, Ref. & Mining......... 124 91%, 
JE OPE ee eer rere 50%, 27 
U.S. Steel | pe ee SE See 11914, 73546 
Utilities Pw. & Lt., A. Jcudckess, | ee 1 
Vv 
INN 5 54 bass ceces sce secedsws 21%, 11% 
Walworth Co.. er re ec ree can 
Warner Brothers Pictures.............. 103, 2%, 
Western Union Tel.................-. 717% 2052 
Westinghouse Air Brake.............. 35%, 18 
Westinghouse Elec. & Mfg............ 983, 32% 
SSS ie Se eee 9%, —” 
ER Sas soa gt diowise.< 4 5.00a% sa. 65% 
Worthington Pump & Mach........... 25% 11% 
7 
Yellow Te: B Goath, B..... 2.22.00 9% 25 
Youngstown Sh. & ee ae 47 13 
z 
ND 5 Sens ose eee as Seesaw cs 14%, 1% 


* Annual Rate—not including extras. 


t Paid last year. 


1936 1937 Last Div'd 
el ale 6 $ Per 
High Low High Low 2/2/37 Share 
144%, 85 141, 12% 13% 5a 
65 40% 63% 59 62% 7 .75 
112 65 111 102 109 2.00 
12% 6% 155 11 14%, ee 
103 719 101 ot 96 11.00 
68 35%, 58% 53) 585% 12.00 
22%, 14 20 17 19% { .50 
Bs. ae 245% 17% 23% 1.00 
383%, 283%, 32%, 31 31 1.60 
32% 211% 351 29%, 34 t1.00 
23%, 21 244%, 23) 23 $1.50 
33% 25 29 273%, 27% 00 
24 26 37% 33% 355% * .50 
14% 9% 14%, 1114 12 60 
78 57%, 80% 70 79%, *2.50 
83 32% 78% 90 12.50 
9 41% 34%, 38% t{ .60 
35% 23% 34 301 31% 1.00 
141, Pets 17% 13 15 an 
18 121% 1914 17% 19%, + .60 
20%, 121% 18% 16% his. 
41 30%, 38 341%, 34%, 2.00 
13% 6% 115% 101 113% { .45 
25 Tih 28%, 23% 281 se 
ys 69 102%, 97 01 $7.25 
56%, 25% 57% 52% 54%, *1.00 
52% 381, 553%, 4914 5534 2.00 
56 401, 65%; 551% 63%, *2.00 
501% 52 SA 473, 524%, 2.60 
69% 36% 71% 66% 1 1.50 
47g 6 24%, 193% 23% ay. 
14%, 9%, 125% 10% 115% 
10% 5 9% 1% 8/2 
25 17 27%, 21% 27%, + .60 
29%, 16% 34%, HA 3412 ie 
60% 50 58 55% 561 3.00 
49% 9-27 41% 45 *2.00 
55% 373%, 453%, 42% 44 *3.00 
10112 59% 874, 81 8654 3.00 
193/, 11% 1714 1556 16% * .50 
28, 143, 29%, 26% 29%, { .25 
1712 12% 18%, 161% 1834 t .25 
1141, 3 25%, 22% 24% + .25 
18% 143 1614 151% 15% * .80 
9% Sie 14% 8% 12% 
4TYe 35 48 Uh, 434%, 48% *1.00 
481/o 323, 483%, 46% 48% *1.00 
10% 51% WW 67%, 70 *1.00 
241 161 201/, 1714 19 * 50 
3014 1457/2 33% 281% 303%, tf .25 
15% 9%, 17 1314 16% ae 
91 70 771 73 7512 *1.00 
551% 28%, 575% 50% 57% 2.00 
443/, 33 43 383%, 40% *2.00 
15% Th 16% 13% 16 ae 
2134 14%, 2132 20% 21% .60 
27% 124% 25% 22 24% *1.00 
74 6 78 70 77%, *2.00 
38% 22% 3814 34%, 37 *1.50 
1023/4 74/, 100% 91% 98 {2.87% 
1051/4 71% 107%, 101% 107% 3.20 
28% 2034 28 25%, 2738 1.00 
3234 20% 311 273%, 29% tf .50 
963%, 68 90% 79 90% *3.00 
9% 53% 81h 6% 7 t .20 
87 6614 85 801 84 *3.00 
1912 141 17 14%, 151% 1.00 
12514, 801 5 2 135 *2.00 
59 314, 4114 3712 391, se 
637% 21% 70% 60% 10% 3.00 
49%, 16% 56%, 44% 5 ie 
103%, 72%, 892%, $3% 8 $2.00 
19%, 4673/2 97% 96% let 
1543, 115% 150 139% 150 7.00 
7 31%, 4% 3% 4 iat 
305 16%, 3234 28, 30 
1234 5% 15% 1%, 14% eee: 
183, 9%, 18 14%, 15% ay: 
961, 72% 831% 77% 79%, t+ .75 
50% 34%, 55 48% 54%, 1.00 
153%. 94% 167% 145 — $1.00 
11 6% 103, 8%, 101, 50 
71 445, 653 60%, 613%, 40 
36/4 234%, 47 344% 45 
23% 8%, 29%, 2% 27% 
873, 413, 85 75% 84, 
423, 111% 381, 33 38 t .50 


t Paid this year. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Leaders in Expanding 
Industries 





(Continued from page 567) 


Point in Maryland, together with 
cold reducing mills and other facili- 
ties for the production of sheet, strip 
and tinplate. Under construction 


tq for Republic Steel at Cleveland is 


the largest continuous strip mill in 
the world, a 98-inch monster. Re- 
public has a number of other import- 
ant projects under construction, in- 
cluding a considerable increase in 
the company’s alloy steel capacity. 
National Steel completed a new 96- 
inch strip mill at Detroit late last 
year and has made many changes at 
Weirton. 

Unlike the expansion about which 
we have just been speaking which 
involves no new product or process, 
the Crucible Steel Co. of America is 
planning to enter the tinplate busi- 
ness with an entirely new manufac- 
turing method. Instead of coating 
steel with tin by. dipping, the com- 
pany is to use an electro-plating 
process which is said to result in 
a better product and promises, when 
commercial volume is reached, to 
have costs as low as the present dip- 
ping method. Should the new pro- 
cess fulfill its promise, it might have 
serious repercussions on McKeesport 
Tin Plate and other big producers 
of the product by the old method. 

Within the scope of a mere article, 
it is not possible to do more than 
convey the impression that industry 
everywhere is again marching for- 
ward. All this expansion is concrete 
evidence of the momentum behind 
the recovery movement, a momen- 
tum which is evidently irresistible. 
This widespread expansion move- 
ment helps to explain also a num- 
ber of things which have been worry- 
ing holders of stocks. For example, 
it helps to explain why the stock 
market can continue to go up in the 
face of menacing labor trouble and 
the threat of more to come: it helps 
to explain why hints from the Ad- 
ministration that the persecution of 
business is to continue has such little 
effect: it makes it possible to under- 
stand why recurring European crises 
are without influence and why the 
market ignores warnings in official 
quarters against speculation and 
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—___ APTA. 


ALL LOW-PRICED STOCKS 
ARE NOT CHEAP 


—Some turn out to be very expensive! 


Have you noticed the great activity in low-priced stocks recently? 
This is because so many people have been buying “cats and dogs” on 
the theory that they are “cheap.” 


This is a poor practice and one which can result only in losses. 


A stock is not cheap simply because it is low in price. Often a low price 
is a good reason why a stock should be avoided—it may indicate poor 
earning power. A stock is cheap only when it sells low in relation to 


probable earnings. 


Investors Research Bureau of Syracuse, New York, has been signally 
successful in selecting low-priced issues which really ARE cheap—stocks 
which have real value back of them. Their success in this field is demon- 
strated by the fact that most of the low-priced issues which they have 
singled out during recent months have enjoyed good advances. Some 


of them have gone up spectacularly. 


ANOTHER LOW-PRICED STOCK 
WHICH LOOKS PROMISING 


Investors Research Bureau has selected another issue which also looks 
particularly promising. It is a stock in which you might, during the 
months ahead, secure greater-than-usual profit. It is listed on the New 
York Stock Exchange. It may be bought now for around $15 a share. 
How long it will be available at that figure, however, we do not know. 


The name of this stock will be sent to you absolutely free. We shall also 
send you an interesting little book, “MAKING MONEY IN STOCKS.” 
There will be absolutely no charge and no obligation. Just address: 
INVESTORS RESEARCH BUREAU, INC., DIV. 447, CHIMES 
BLDG., SYRACUSE, N. Y. 


SIMPLY FILL OUT THE COUPON BELOW 


ae 
' INVESTORS RESEARCH BUREAU, INC., q 
; Div. 447, Chimes Bldg., Syracuse, N. Y. i 
i Send me the name of the low-priced stock which looks 
i particularly promising. Also a copy of “MAKING MONEY 

fi IN STOCKS.” This does not obligate me in any way. ' 
PN RENINS ice Plas = hy aac et osecsce rch vei sosbicharh in oln7 ens 155s wingers jaraloteinl s eer ee PERL Aire ieee { 
Oe) FIIRCORRS co sais coh es te to Aina. clap otis wees ince cotulsecweiees symeeee ; 
| Soha: POR OTLOOO ETI DOULA OCOLE OCT DE tec erratic MONRO ern cise cicaere i 
i 

F Kindly PRINT name and address PLAINLY | 
ae 











OFFICES IN 


BRANCH 





ALL PRINCIPAL 


OPPORTUNITIES 


cae Recovery markets still offer many opportunities 
but profitable stock selection is becoming in- 
creasingly difficult. Investors seeking a practical 
guide to profitable investing find valuable help in 
Moody’s Stock Survey with its specific recom- 


mendations for purchase, sale or exchange. 


Yearly subscription $100, includes consultation 
with Moody’s Staff. 


Specimen copy with current recommendation sent on 


request. Ask for Bulletin S-1 


Moopy’s INVESTORS SERVICE 


65 BROADWAY 


NEW YORK CITY 


Cities 








why raising the bank reserve re- 
quirements has so gentle a braking 
effect. 

So far as specific securities are 
concerned, expansion makes the 
fact that many stocks at present 
prices are “selling high” on earnings 
more logical. After all, if a company 
is operating profitably at capacity 
and is in process of adding very 
materially to that capacity, it is by 
no means illogical to assume that it 
will make more money as soon as 
the new plant begins to operate 
properly. This is not to convey the 
impression that stocks cannot de- 
cline, for sharp intermediate reac- 
tions are possible during any period 
of recovery: it does mean, however, 
that there is every indication that 
the improvement in business and, 
consequently, in the security mar- 
kets appears to rest on a very firm 
foundation. 





Answers to Inquiries 





(Continued from page 580) 


sources should enable it to handle 
the indicated improvement in vol- 
ume business without recourse to 
the capital markets. Furthermore, 
it should be possible to maintain the 
60-cent annual dividend rate on the 
stock, with the possibility of an in- 


crease or extras again this year. In 
addition to providing a small current 
income return, the stock offers in- 
teresting appreciation possibilities 
and despite the profit which you now 
enjoy, we feel that further holding is 
desirable. 


American Chain & Cable Co., Inc. 


I am told that American Chain and Cable 
may show greater earnings this year than 
last. Is this reflected in current prices? Are 
the possibilities of an early dividend increase 
anticipated?—J. S. V., San Antonio, Texas. 


The net profit reported from 
operations by American Chain & 
Cable Co., in the first half of 1936 
al about $1,220,000, showed an in- 
crease of over 130% compared with 
the net profit of $517,000 shown for 
the first half of 1935. In 1935 full 
year, earnings were equal to $4.11 a 
share. Earnings for 1936 when re- 
ported should very nearly double 
that figure. In view of these records 
and considering the strong financial 
position of the company, an increase 
in the dividend rate would not 
greatly surprise those who have 
been following the operations of this 
company. It is an old established 
enterprise, whose products are 
widely used in many industries. 
Primarily, of course, the company 
is one of the largest manufacturers 
of chains, its products ranking in size 
from small plumbers’ chain to huge 





anchor chains, and include the well 
known Weed tire chain used by 
motorists to prevent skidding. The 
company also produces an extensive 
line of automobile accessories, 
bumpers, jacks, upholstery springs, 
brakes and garage equipment. The 
company makes bridge cable and 
wire rope, wire fencing, nails, razors 
and razor blades, castings and shop 
equipment. Quite obviously this 
company, so strongly entrenched in 
such a wide field, holds the interest 
of many farsighted investors. The 
current quotation in relation to an- 
ticipated earnings is not by any 
means out of line, and the yield on 
present dividend disbursements 
should. in itself, attract the interest 
of investors. 





Brown Shoe Co. 


I have a nice profit in Brown Shoe, but in 
view of advancing leather prices I am won- 
dering what the effect will be on 1937 earn- 
ings and prospects. Your advice will be very 
much appreciated —V. M. V.. Minneapolis, 
Minn. 


Keen competition has become one 
of the major detriments to the 
domestic manufacturers of footwear. 
Brown Shoe Co., as the third largest 
domestic manufacturer, has felt this 
contingency to a marked degree. 
However, sales efforts have been in- 
tensified and the management has 
instigated close control over costs. 
A higher rate of inventory turn-over 
has also enabled the company to 
meet this problem in some degree. 
Nevertheless, this narrowing of 
profit margins is obvious in the 1936 
fiscal year-end report when the 
company showed earnings of only 
$2.45 per share as compared with 
3.59 per share on the common 
stock for the preceding fiscal year. 
However, a heartening note is felt 
when we examine the final quarter 
sales and see that there was a sub- 
stantial improvement over the like 
period of 1935. A major favorable 
factor is also prevalent in the stable 
demand for the company’s products 
and the fact that increased purchas- 
ing power should enable the com- 
pany to once more put earnings on 
a comparable basis with those of 
other years. It is true that leather 
and other raw materials are increas- 
ing in price. However, improving 
general business conditions indicate 
a good demand for shoes in 1937, 
with lessening resistance on the part 
of the public to higher prices. 
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Profit margins will probably remain 
somewhat restricted due to extreme 
competition, but it is felt that the 
larger demand will also counteract 
this to a certain degree. The com- 
pany has an unbroken dividend 
record for the past thirteen years. 
The extremely strong financial posi- 
tion—total current assets being $13,- 
431,791, including cash of $1,047,221 
against total current liabilities of 
only $760,169—substantiates the be- 
lief that this will continue in the 
It is felt that in view of the 


future. 
increased purchasing power, the 
yreater flexibility in production 


schedules and the well entrenched 
position enjoyed by the company, 
that 1937 results will compare very 
favorably with those of previous 
years. Therefore, continued reten- 
tion appears desirable. 





Westinghouse Electric & 
Manufacturing Co. 

I am interested in Westinghouse Electric 
& Mfg. Co., and would like to know tf the 
same substantial extras can be paid this year 
as last. Please comment also on the further 
appreciation possibilities in this stock.—E. A. 
W., St. Paul, Minn. 

Westinghouse numbers in its pro- 
duction activities over 3,000 articles, 
hoth mechanical and electrical. This 
supplies extensive diversification and 
enables the company to participate 
in practically any and all general 
business betterment. As noticed by 
the first nine months of 1936 report, 
business is considerably above that 
of 1935. For the initial three quart- 
ers of 1936, net income was $11,123,- 
706, against $8,822,640 a year ago. 
The management, always aggressive, 
las recently effected manufacturing 
economies by producing related 
products in the same plant, thus en- 
abling profit margins to widen con- 
siderably. Extensive advertising 
‘ampaigns, further divergence of ef- 
forts into the production of house- 
hold appliances and other lighter 
lines, and aggressive sales activities, 
have added materially to the com- 
pany’s earnings. The company also 
is a leader in the heavy equipment 
end of the industry, supplying pub- 
lic utility, industrial concerns and 
railroads with dynamos, etc. How- 
ever, the extensive attention to the 
lighter lines has practically pre- 
cluded the heavy equipment from 
the depression years earnings. 
Nevertheless, a pickup in demand 
for capital goods enhances the possi- 
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As Much As $75,000,000 
Worth Of Radium 


HIS single x-ray tube produces as much radiation energy 


as would radium worth $75,000,000. This tube—one of 


several developed and built by G-E scientists is helping 
medical science to make further and more rapid gains in the 


battle against disease. 


For more than 25 years, General Electric research scientists 
have led the steady improvement in x-ray development. From 


their work~-with thousands of volts from giant transformers, 


with tanks of purified oil— 
x-ray tubes. Physicians and surgeons have gained more com- 
pact and more powerful tools for diagnosis and therapy 
better tools with which to safeguard your health. 


have come better and ever better 


Other developments in the Research Laboratory, in Schenec- 
tady, also work for better health. There is the inductotherm, 
which permits medical science to produce, at will, curative 
fevers in the patient's body. There are sources of ultraviolet 
radiation for the treatment of rickets in children. And in all 


these aids to medicine, the results of years of scientific investi- 


gation are being applied to the relief of suffering, to the . 


treatment of disease, to the improvement of the health and 
well-being of millions of people. 


G-E research has saved the public from ten to one hundred 
dollars for every dollar it has earned for General Electric 
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bility of earnings comparable to the 
high sustained in 1929, when net of 
$27,062,611 equalled $10.15 per share 
on the common stock. An unbroken 
dividend record on the preferred 
since 1908 (also on the common ex- 
cept in two years—1932 and 1935) 
bids fair to be continued, and with 
‘arnings tending upward, additional 
extras or an increase in the regular 
rate appears probable this year. Un- 
der these circumstances, the shares 
would seem to still hold good appre- 
ciation possibilities. 





American Metal Company, Ltd. 


The sharpness of the advance in American 
Metal common’ causes me to wonder if pres- 
ent levels can be sustained, and if it might 
not be wise to take my 11 point profit now. 
Please advise me—C. M. S., Detroit, Michi- 
gan. 


The exhibition of strength in the 
shares of American Metal Co., Ltd., 
is, we believe, primarily attributable 
to the fact that this enterprise is 
particularly favorably situated, by 
reason of its widespread interests in 
the production and refining of non- 
ferrous metals. Its direct interests, 
and its investments, represent a large 
stake in copper, lead, zine, silver and 
gold, as well as in platinum and 
molybdenum. The markets in 
metals have been quick to respond 
to the influences of increased de- 
mand incidental to the wide-spread 
trade revival, and to other influ- 
ences which have operated as bullish 
factors in the commodity markets 
generally, including special legisla- 
tion in the case of gold and silver. 
With higher metal prices ruling, the 
margin of profit from operations and 
the income from investments have 
naturally increased substantially, 
and a comparison of the current in- 
come of this company with that re- 
ported when metal prices were in 
most cases 25% under their current 
quotations, easily reveals the im- 
portance of this factor in the earn- 
ing power of this company. Unless, 
therefore, one is prepared to predict 
wide-spread reaction in the metal 
markets, it would be difficult to sub- 
stantiate a bearish attitude toward 
this stock. Conversely, so long as 
metal prices remain firm around 
present levels (and in many in- 
stances they seem likely to ad- 
vance) there will remain a wide- 
spread interest in the shares of this 
company, which should at least 


cushion the market and which could 
easily develop into renewed buying, 
These shares are good property at 
this time, we believe. 





Amerada Corp. 


I understand that the producing oil com- 
panies are in a favorable position now. I 
would be interested in knowing to what ex- 
tent Amerada should benefit and some word 
from you will be appreciated—E. A. H., 
Annapolis, Md. 


Granting that you are correct in 
your understanding that oil produc- 
ers are in a favorable position at this 
time, it would be difficult, probably 
impossible, to select a stock repre- 
sentative of an enterprise which 
should benefit to a greater extent, 
than Amerada. It is far in the lead 
over any other American producer 
in the estimate of its reserves of 
crude oil on the basis of its out- 
standing shares of stock. This is 
another way of saying that there is 
more oil behind each share of Amer- 
ada stock than there is behind a 
share of any other oil producing 
enterprise in which there is wide 
spread public interest. From this 
data it is clear that so long as the 
price structure of crude oil remains 
firm, Amerada will be able to issue 
the kind of reports which should 
have a_ stimulating effect on the 
market for its shares. At the pres- 
ent time the statistical position of 
crude oil is favorable, consumption 
keeping pace with production, in- 


ventories low, production under 
fairly strong control, price level 
trending upward, and in conse- 


quence, profit margins which are 
pleasing to operators of crude pro- 
ducing properties. There are still 
present those factors which have al- 
ways prompted caution in forecast- 
ing probabilities in this field, namely, 
potential over-supply, the danger of 
the discovery of vast new sources of 
production and the lack of depend- 
able control over production. While 
developments in the industry dur- 
ing recent years have tended to 
closer cooperation among the pro- 
ducers and refiners, and to that 
extent have appeared to lessen the 
danger always existing in the indus- 
try, there yet remains considerable 
uncertainty. There is nothing in 
the outlook at the present time, 
however, which would cause alarm 
in this respect. On the contrary, all 
indications seem to be favorable. 


International Nickel Co. 


With the record-breaking output of nickel, 
and producing twice as much copper as 
nickel, don’t you think International Nickel 
should continue its advance in 1937? Am ] 
justified in continuing to hold shares bought 
at 431%4?—W. M. F., Louisville, Ky. 


International Nickel Co. has re- 
cently completed its expansion pro- 
gram. This program was instigated 
as a direct result of increased de- 
mand for its products and as a 
means of establishing adequate re- 
serves to meet current consumption 
and future demand. The record net 
income reported for 1935 of $26,086,- 
527, has already been exceeded by 
the net profit of $27,029,080  sus- 
tained in the first nine months of 
1936. This is all the more remark- 
able when you consider that nickel 
consumption, at present, is only 
approximately the same.as it was in 
1929. Larger earnings have been 
possible due to copper and platinum 
metal production more than doubl- 
ing. It follows, that with all the 
products of the company enjoying 
improvement in world prices, inde- 
terminate earnings gains may be 
reported in the future. Examina- 
tion of the company’s record showed 
how remarkable its recovery has 
really been. From the high of $22.- 
235,997 sustained in 1929, earnings 
decreased until in 1932 a deficit of 
$135,345 was recorded. With the 
demand for nickel constantly in- 
creasing, records have been estab- 
lished in 1935 and in 1936. The in- 
creased usage of the newly devel- 
oped Monel Metal, a nickel copper 
alloy introduced by the company, 
which is rust-proof, is also proving 
io be a definite aid to the company. 
The possibility of the demand for 
this alloy increasing still further is 
very good, when we stop to think 
that it numbers the automotive in- 
dustry, architectural and household, 
electrical and radio, machinery, 
marine, mining, oil and railway in- 
dustries as the main outlets for it. 
Betterment is currently being ex- 
perienced by all these industries and 
this will naturally react to the com- 
pany’s benefit. The company main- 
tains a highly satisfactory financial 
position, total current assets being 
compared with total current liabili- 
ties at the ratio of approximately 
€ to 1. This will aid the company 
in maintaining its liberal dividend 
record. With every factor concern- 
ing the company definitely censtruc- 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








tive, 


cours 
prese 
from 
in th 


—_ 


(| 


invol 
on tl 
is giv 
itable 
to wl 
and 
disgr 
stock 
share 
Th 
enor! 
ing 
bonu 
stock 
mode 
work 
An 
great 
poral 
With 
inevi 
profi 
An 
read} 
shari 
tric | 
da, ( 
dak | 
Bu 
a mo 
indus 
catio 
soun 
labo 
Te 
wide 
indu: 
be tl 
from 
plish 
woul 
unde 
whos 
of ec 
duct 
Tl 
cable 
sistel 
whic 
large 
distr 
for 
creas 
possi 









ckel, 


ickel 
m | 
ught 


la- 
ed 
as 











Pris 
ie 
c 
: 
4 
£ 


pases 





tive, we feel that the only logical 
course to follow is to retain your 
present holdings in order to benefit 
from anticipated price appreciation 
in the future. 





As I See It 





(Continued from page 539) 


involve him in strikes. Labor is put 
on the same basis as ownership. It 
is given a direct interest in the prof- 
itable opportunities of the enterprise 
to which is is contributing its efforts 
and skill. It is given no cause to be 
disgruntled when extra dividends to 
stockholders are announced, for it 
shares in them. 

The psychological effect would be 
enormous and greatly offset the feel- 
ing that now exists over large 
bonuses to executives and extras to 
stockholders when, at best, only a 
modest special payment to the 
workers. 

And, the practical effect would be 
greater personal interest in the cor- 
poration, hence greater efficiency. 
With everyone pulling together the 
inevitable result would be increased 
profits for all. 

Among progressive companies al- 
ready experimenting with _ profit 
sharing plans are Westinghouse Elec- 
tric & Manufacturing Co., Anacon- 
da, General Electric, Eastman Ko- 
dak and a number of others. 

But it is my view there should be 
a more concerted action throughout 
industry and thus a broader appli- 
cation. There should be put forth 
sound and definite plans for giving 
labor a fair share in the profits. 

To bring about some united and 
widespread action in this regard, let 
industry select an inspiring leader to 
be the mouthpiece for all. Judging 
from what they have already accom- 
plished, I can think of several who 
would do a magnificent job—who 
understand public relations and 
whose back is not too stiff as a result 
of concentrating too much on pro- 
duction and sales. 

This plan is particularly appli- 
cable to those companies which con- 
sistently make large profits and 
which have no need to accumulate 
larger reserves,—where even the un- 
distributed profits tax tends to make 
for wage bonuses along with in- 
creased distribution to shareholders 
possible. 


FEBRUARY 13, 1937 


| 














This 
of an offer to buy, any such Debentures. 
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I know of no sounder method to 
cement the relationship between 
labor and industry—no better way 
to have the whole people realize that 
big business and the President are 
in accord insofar as improving the 
lot of the worker is concerned, and 
in creating prosperity and happiness 
for the whole nation. 





Significant Foreign Events 





(Continued from page 557) 


clothing and other things that are 
considered normal elsewhere. From 
Japan come reports of an alarming 
rise in prices: fish and rice on which 
the working people principally live 
have risen to the point where it is 
feared that there may be a repeti- 
tion of the rice riots of fifteen years 
ago. 

It seems, moreover, that a mili- 
tary dictatorship depends for its 
continued existence upon a constant 
series of external forays, as if to 
justify its being in the price the 
people pay. Look at the record of 


the past few years: Japan in Man~ 
churia, Italy in Ethiopia, now Ger~ 
many and Italy in Spain, not to for~ 
get Russia on the opposing side, and 
the cycle starting all over again with 
Japan pressing into Mongolia. It 
is fair to say that each of these ex-~ 
peditions cost more money than had 
been thought and that from each 
the economic benefits to be obtaine’t 
in return fell far short of expecta~ 
tions. And to whose disadvantage 
have these misguided aggressions 
been? It is the people again who 
are paying, not the dictators and 
their favorites. 

Not only do these military dicta-~ 
torships hurt their own people but, 
by forcing the democracies to follow 
their reckless lead in armaments 
they, too, must pay in a lower stand- 
ard of living. The French people 
virtually have been forced to pay 
twice over, for starting immediately 
after the war to prepare for a future 
German invasion, they find now 
that the danger is acute, that time 
has rendered much of their work ob- 
solete. That Great Britain is in a 
better position te rearm than Ger- 
many, Italy, or Japan makes little 





difference: her people will pay for it 
just as the others did. While we in 
the United States are obtaining some 
benefit from filling orders which 
British factories, busy on the re- 
armament program, are unable to 
fill, stripped of its essentials it mere- 
ly means that we are indirectly sup- 
plying Britain with munitions—a 
business unhealthy in all its aspects. 
As a matter of fact, even we in the 
United States have been infected 
with the armament virus: only the 
other day it was announced that 
two new American battleships would 
be built to cost about $50,000,000 
apiece. 

With armaments accounting for 
between fifteen and twenty per cent 
of the world’s total production of 
goods, one wonders for how much 
more will the peoples of the various 
countries stand. Hitler in his latest 
speech reiterated the demand that 
Germany’s colonies be returned to 
her, but it is inconceivable that 
he can bluff Great Britain and 
France into giving him such a bribe. 
It may seem at times as if the latter 
were playing with the idea, but cur- 
rently the British policy is stall, stall 
and stall some more, or until the 
rearmament program is_ further 
along. France, of course, takes her 
cue from Britain. However, Hit- 
ler’s health is precarious, so precari- 
ous in fact that rumors of his death 
have circulated. And no one knows 
what a sick man may do, or rather 
what a sick man may think himself 
forced to do when he sees his people’s 
standard of living sinking to the 
cracking point. 


Annual Dividend 
Forecast, Part Ill 
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Covering the position and 
prospect for leading com- 
panies in the _ following 
industrial groups: 
Oils, Metals, Aviation, 
Merchandising, Building 
and Many Others 











What Does 


America Stand For? 
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From the Recently Adopted Creed 
of the National Association of 
Manufacturers 


their market value without chang- 
ing the volume or economic value 
of the goods they represent. 


Industry should and will continue 
to do its full part to provide work 
for those not yet absorbed by pri- 
vate industry as far as manufactur- 
ing capacity and demand will per- 
mit. We believe that manufacturing 
industry should study to increase 
employment; consider — problems 
arising out of temporary dislocation 
of labor by improvement in ma- 
chines. We recognize that current 
depressions and _ business cycles 
have enormous effects upon em- 
ployment, fluctuations in earnings, 
price changes, shifts in purchasing 
power, taxation, governmental bor- 
rowing and speculation. We pledge 
our part toward an effort to curb 
and mitigate their violent effect 
upon the social order. 


We favor creating economic. se- 
curity for each citizen without limi- 
tation of his individual opportuni- 
ties and responisbility for creating 
such security for himself—also pro- 
vision for the needy, aged, sick, dis- 
abled and unemployed. Doubtful 
about the federal Social Security 
Act, business promises to make it 
effective. 


“Industry thrives on peace at 
home and peace with all nations. 
Productivity can be destroyed by 
internal dissensions, by labor con- 
flicts and by wars.” 


As ever, American industry is 
strongly in favor of protecting the 
domestic market and high wage 
area by adequate tariff rates. 


American industry welcomes the 
administration’s current moves 
towards a balanced federal budget 
without higher taxes. 





From the New Deal's Doctrines 


regulation Down with the slums, 
Better land use. 


Our present gains were won un- 
der pressure of more than ordinary 
circumstances. To hold progress 
today however, is more difficult. 
Prosperity already tests the persis- 
tence of our progressive purpose. 
Have we reached the goal of our 
visions of the fourth day of March, 
1933? Under democratic methods 
of government I see a United States 
(says the President) under which 
national wealth can be translated 
into a spreading volume of human 
comforts hitherto unknown — and 
the lowest standard of living can be 
raised far above the level of mere 
subsistence. 


The New Deal strongly believes 
in economic planning and deliberate 
modification of economic conditions 
by legislative alteration. It has 
brought down much criticism upon 
itself by its manifold introduction 
of government into business, but it 
disclaims all intentions of overthrow 
of the capitalistic system in favor 
of socialism or much invocation of 
collectivism, and is now planning 
the strong reinforcement of small 
business, which is ever the promise 
of future big business. 


The Roosevelt government is 
strongly committed to neutrality 
and abstention from war, at almost 
any price. 


The New Deal has been at times 
ligh tariff in inclinations and prac- 
tices, and it is far away from the 
traditional Democratic low tariff or 
tariff for revenue creed. It favors 
reciprocal trade agreements, advo- 
cates encouragement of foreign 
commerce. Favors cheap money, 
Federal aid, public works, etc. 
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The Government Strives to 
Control the Boom 





(Continued from page 544) 


the activities of the Commodity 
Credit Corporation. Crack-down 
enforcement of the anti-trust laws 
and certain legislation—such as the 
Robinson-Patman law — may tend 
to affect prices of various finished 
goods. As an extreme resort tariffs 
might be lowered to check danger- 
ous price tendencies, but this might 
be politically difficult and, moreover, 
the world price trend is definitely 
upward. For that matter, the Ad- 
ministration does not appear par- 
ticularly concerned with the upward 
price trend as long as it is fairly 
orderly and speculation on the com- 
modity exchanges does not get out of 
hand. With speculative buying by 
business men, the Government is 
powerless—although, of course, any 
generally deflationary or repressive 
move in the general field of credit 
control would inevitably react on 
commodity prices. 

Use of the Federal taxing power 
for regulatory purposes is subject to 
close Supreme Court scrutiny and 
while it has been resorted to upon 
occasion it is of no great significance 
for the purposes of this article. The 
undistributed profits tax will, of 
course, have some significant longer- 
range repercussions on _ industrial 
expansion and on financing habits 
but does not change the 1937 credit 
picture materially. 

It remains to be added that the 
ultimate powers of the Government 
in the field of business and financial 
regulation are yet to be fully clari- 
fied. It may be that those powers 
will be substantially increased 
through new legislation that will 
pass scrutiny of the Supreme Court, 
through limitation of the Court’s 
power by act of Congress, through 
change in the composition of the 
Court as made possible by one or 
more deaths among the present 
Justices or by Constitutional amend- 
ment. 

For the present, therefore, we do 
not know what the Government can 
or will do in still broader economic 
regulation. We know what it wishes 
to do most of all, and that is regu- 
late wages and hours of work. If 
this should be attempted, the eco- 
nomic consequences would depend 
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entirely upon the precise limitations 
set. Minimum wages at a level suf- 
ficient to wipe out sweatshop condi- 
tions—which exist in only a rela- 
tively small area of our total econ- 
omy—would do no harm and con- 
siderable economic good. A mini- 
mum level set high enough, however, 
to disrupt the prevailing wages in 
any considerable number of indus- 
tries would do great damage. The 
same standard of reasonableness 
will determine whether a limitation 
on hours of work will be harmful. 

The prevailing work week in 
manufacturing industry is about 
forty hours, as against forty-nine 
hours in 1929. It is certainly not an 
unreasonable work week. There- 
fore, in any effort to shorten it fur- 
ther, the Administration objective 
would be to spread employment 
rather more than effect social re- 
form. Suppose it be said that in- 
dustry could stand a cut to a thirty- 
eight hour week—that would not 
increase employment more than 
modestly. On the other hand, any 
reduction large enough to provide 
additional employment would de- 
feat its own purpose by raising costs 
and prices, thus checking production 
and, in turn, retarding employment. 

It is quite certain that any radical 
experiment in wage and hour con- 
trol would give business so severe a 
shock that the Administration could 
very quickly stop worrying about a 
run-away boom! On the contrary, 
it would have to about-face, take its 
foot off the brakes and press down 
the accelerator of Federal spending 
again. 

We have summarized above credit 
and stock market controls much 
greater than any Administration 
ever had before. Yet, when all is 
said and done, the Coolidge and 
Hoover Administrations had con- 
trols that would have been wholly 
adequate had they been used in time. 
The human element and the influ- 
ence of politics upon it remains the 
great unknown quantity in Govern- 
ment planning. This much can be 
said for the present control—Mr. 
Eccles, the dominant spirit of the 
Reserve Board, is a hard-headed 
banker who knows what he wants 
and who has demonstrated a capac- 
ity for acting with vigor and des- 
patch — qualities which command 
respect. He appears likewise to 
have the sympathetic ear of the 
President. 


On the whole, the steps already 
taken and the powers yet reserved 
appear to augur well for our eco- 
nomic future at least as far ahead as 
the road can now be seen. Our total 
bank deposits are some $2,000,000,- 
000 larger than they ever were be- 
fore. The turnover of those deposits 
remains far under what it was in the 
1923-1925 period, let alone the wild 
days of the boom. Any material in- 
crease in velocity as business recoy- 
ery gathers momentum would sup- 
port a volume of production and dis- 
tribution far above that now in 
hand and, in fact, well above that of 
1929. 

Bear in mind that a goodly part 
of the credit expansion of the last 
boom—which raised total bank de- 
posits to around $55,000,000,000— 
rested in the last analysis upon the 
prices of stocks and in that sense 
was non-productive credit. Brokers’ 
loans at the 1929 peak were about 
$8,500,000,000 and additional bil- 
lions were loaned directly by banks 
on stocks. Since the total deflation 
of bank deposits in the depression 
was about $17,000,000,000 it is obvi- 
ous that the destruction of specula- 
tive credit was the biggest single 
deflationary phenomenon of our 
financial crash. 

Industry may have been over-built 
and consumer markets may have 
been over-sold in 1929, but it is 
worth noting that business was 
pretty good in 1929 right up to the 
time that the market crash began 
wiping out credit by the billions, 
both directly and indirectly; and it 
is also worth noting that—although 
the population has increased only 
about 5 per cent since 1929—vari- 
ous industries such as steel, electric 
utilities, textiles andsoforth which 
were thought to be over-built in the 
last boom are now at or close to 
capacity and again expanding facili- 
ties. 

Thus in the factual record we 
have considerable support for the 
conclusion that the primary evil of 
1924-1929 was lack of qualitative 
credit control—too much infiation 
of non-productive and _ ultimately 
unsupportable credit. Compared 
with that period, the country’s 
present credit and business position 
is a gratifyingly strong one — the 
strongest it has ever known, subject 
to the important reservation that a 
genuine balance of the Federal 
budget is still needed. 
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1937 Will Be a "Steel" Year 





(Continued from page 547) 


assemblies 1929 was easily the peak 
year, and a curious comparison could 
be made between residential build- 
ing and automobile construction in 
the ten years through 1929. From 
1935 to 1986 residential construction 
rearly doubled but it did not reach 
large proportions at that. A large 
further percentage gain is expected. 
The steel house, with various types 
proposed, is hardly likely to come 
into prominence within a year or 
two at least, but it certainly has 
long-range prospects. 

For building steel generally, in- 
cluding fabricated structural, con- 
crete reinforcing bars, sheet piling 
and plate work (not including freight 
car building) the outlook for the 
nearby future is not particularly 
favorable. No ground is likely to be 
lost in the aggregate, and large gains 
are reasonably in prospect, but the 
time element is quite uncertain. In 
the class indicated, nearly all the 
steel in the last few years has been 
going for public work, chiefly with 
Federal aid, and the supply of proj- 
ects seems to have been diminishing 
of late. There has been a fair 
sprinkling of building by educational 
institutions, largely perhaps a mat- 
ter of legacies, and the railroads 
have been building some bridges. 

Strictly commercial work has been 
conspicuous by its almost complete 
absence and the fabricating shops do 
not see prospects of any great im- 
provement in the next few months, 
although they do have distinct hopes 
for the second half of the year. A 
sharp contrast is seen between com- 
mercial building and the purchase of 
hew equipment, the tendency to 
recognize obsolescence having grown 
greatly. The typical manufacturer 
is ready to buy new equipment, but 
balks at building. He will take pains 
instead to move machinery about to 
make the necessary room. Perhaps 
the distinction lies in the long-range 
profit outlook. Annual depreciation 
charges against machinery are heavy 
while buildings require a long time 
to amortize. 

As to oil and gas, the low year in 
drilling was 1932, and each year 
since has shown a substantial gain, 
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until drilling is quite active now and 
the year is expected to show a ma- 
terial gain over 1936. A point is 
that the initial yield of oil weils has 
been decreasing so that it takes more 
wells to make up for those that 
play out. 

Prospects for line pipe are very 
promising, for both natural gas and 
gasoline. Oil pipe lines are laid just 
as they are needed. Heaviest pro- 
duction of line pipe took place in 
1930, partly against orders placed in 
the preceding year. At the end of 
April, 1931, buying of consequence 
came to a sudden end, financing 
growing difficult if not impossible. 
Several years of inactivity followed, 
but last year showed some revival. 

What are called for convenience 
“miscellaneous” lines of steel con- 
sumption are too numerous for in- 
dividual treatment, but they deserve 
an important place as to prognosti- 
cations. They have shown remark- 
able growth in the last few years 
and many lines could be found that 
have been making new records, if 
indeed they have not grown from 
almost nothing in the last few years. 

Considering steel from the view- 
point of mill products, the light lines, 
sheets, strips, wire and wire prod- 
ucts and tin plate, have been doing 
notably well, while the heavy lines, 
particularly plates and shapes, have 
not been doing nearly so well, all 
by comparison with the recent ac- 
tive period. 

Stainless steel has been making 
rapid progress. The tonnage is small 
but the profit is far larger than in 
ordinary steel. Production of stain- 
less steel in 1935, measured in the 
form of finished rolled products, was 
41,799 gross tons. Tonnage com- 
parisons are not in point because of 
the high value of stainless steel, but 
it may be noted that this output was 
about one-sixth (.175 per cent) of 
the total output of all rolled steel 
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in 1935. No statistics for 1936 are 
available, but the presumption is 
that not only the tonnage but the 
proportion increased. 

The American Iron and Steel In- 
stitute estimated that the 10 per 
cent wage advance in the steel in- 
dustry effective November 16, 1936, 
would add about $75,000,000 annu- 
ally to payrolls, assuming the then 
rate of operation, about 80 per cent. 
A rough estimate is that the price 
advances becoming effective at vari- 
ous times in December would add 
about twice as much to income, leav- 
ing, however, various periods for 
mills to be paying higher wages with- 
out receiving the higher prices. In 
the case of much of the rail and auto- 
mobile steel tonnage some deliveries 
at old prices will extend well through 
the half-year. No definite prospects 
are seen for further price advances, 
except that nails, now low relative 
t» plain wire, are likely to be marked 
up for second quarter deliveries, and 
there are chances for tubes and pipe. 

The steel industry thinks labor 
troubles are improbable, but recog- 
nizes that this is a subject on which 
precise opinions are not in order. 





R. C. A. 
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How near all of this is to impor- 
tant commercial fruition is anyone’s 
guess. It may be within the next 
year or two, but it is unlikely to con- 
tribute anything worth talking 
about to 19837 R C A earnings or 
to those of any other company. We 
say “any other company” because 
there is no reason to suppose pos- 
session of patents by R C A will pre- 
clude competition. As no one has a 
monopoly in manufacture of receiv- 
ing sets or broadcasting, no one will 
have a monopoly in_ television— 
certainly not for very long. Mean- 
while, in its development of tele- 
vision, R C A is proceeding with 
caution and refraining from any pre- 
dictions that might raise false hopes. 

Development of facsimile radio 
communication also appears to hold 
interesting _ possibilities. Tnitial 
ultra-short-wave experiments in this 
kind of communication between 
New York and Philadelphia have 
shown highly promising results. The 
customer would pay for a “photo- 
gram” by the square inch rather 
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than by the word. Because of higher 


speed and lower cost this method 
may eventually displace communica- 
tion by the dot and dash telegraphic 
code. 

At present, however, the revenues 
and profits derived from manufac- 
ture of raido and sound equipment 
and from broadcasting dwarf all 
other R C A activities. including 
trans-oceanic, ship-to-shore and 
other radio communications services. 
Nor is this relative order of major 
activities likely to be changed in any 
major respect as far ahead as one 
can now see. 

R C A, quite naturally, has made 
some mistakes. Its acquisition of 
the Victor Talking Machine Com- 
pany at a time when the radio was 
fast making the phonograph passé 
was of doubtful wisdom; and its ac- 
tion in disposing of large holdings 
in Radio-Keith-Orpheum and _ in 
Electrical & Musical Industries, Ltd.. 
of England, may be held to consti- 
tute tacit admission that such in- 
vestments might hetter not have 
been made. 

Yet it is easy to criticize from the 
safe perspective of hindsight. 
R C A’s most ambitious expansion 
of activities and capitalization took 
place not only in a period of gen- 
erally inflated business and specula- 
tive optimism but in a young indus- 
try subject—as are most immature 
industries—to kaleidoscopic techni- 
cal and commercial changes from 
year to year and almost from month 
to month. Under such circum- 
stances the best of management may 
be pardoned for not having been 
sufficiently clairvoyant to foresee 
the precise avenues that radio evolu- 
tion would follow and the surest 
path to maximum profits. 

On the whole, we conclude that 
there is a sporting chance that 
“Radio,” bought around present 
prices, will show quite worthwhile 
appreciation before we have seen 
the last of this bull market. 





New Outlook for Coal 
Securities 





(Continued from page 575) 


and advisory capacity. The Presi- 
dent’s recent budget message does 
not provide for additional funds to 
carry the:Commission beyond the 
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present fiscal year, presumably in 
anticipation of prospective new 
legislation that will make the neces- 
sary appropriations. The Commis- 
sion has been perfecting its plans for 
government regulation of the indus- 
try, and will be in a position to put 
these into effective operation with 
the minimum delay. 

Senator Guffey has introduced a 
new coal control bill that appears 
on the calendar as Senate Bill No. 
1, and a companion bill has been 
introduced in the House. Aside from 
technical changes to conform with 
ihe Supreme Court’s ruling, as nearly 
2s may be, these new bills follow 
the general provisions of the former 
Act; in view of the President’s con- 
cern for some form of coal control. 
and the still more favorable com- 
plexion of the new Congress, it ap- 
pears likely these bills will not in- 
volve further lengthy debate. 

The previous aggressive opposi- 
tion to government regulation with- 
in the coal industry has been tem- 
pered by the unsatisfactory financial 
results since price control was aban- 
doned. The National City Bank 
bulletin showed a rather phenomenal 


increase of 1414 million dollars in 
the combined earnings of 12. bitu- 
minous and anthracite companies 
under the one year of relatively ef- 
fective price control in 1934. The 
same authority shows a decline in 
net profits of 10 companies from 
£5,779,000 in 1934, to $2,638,000 in 
1935, when control had become 
rather sketchy; and this was fol- 
lowed by a still further decline in 
the earnings of 8 companies from 
$1,241,000 in the first 9 months of 
1935, to $750,000 for the same period 
in 1936, in the face of a 14 per cent 
increase in national coal production 
during the 1936 period. 

This progressive decline in income 
has brought the more irreconcilable 
opponents of government regulation 
to a serious consideration of the ad- 
vantages of price control in some 
form, and the present legislation is 
not likely to encounter such broad 
opposition as the former Guffey 
Kill. Some opponents feel that with 
the industry now on the upgrade, 
there is no longer any justification 
for regulation. But it appears to 
be only a question of what form the 
control may take with the great 
majority of the coal men, and meas- 
ures not too onerous will be strongly 
supported by the industry at large. 


Marked Upturn in the Industry 


Bituminous coal production in 
1936 amounted to 431,950,000 tons, 
an increase of 17 per cent over 1935; 
this is 39 per cent above the modern 
low of 1932 and 19 per cent under 
the recent high of 1929. The full 
significance of the 1936 production 
is better understood by referring 
back to an authoritative opinion in 
October, 1933, that, “. . during the 
next ten years it is likely that a 
yearly bituminous consumption of 
over 400,000,000 tons will be consid- 
ered a large one.” 

Production was at the maximum 
rate at the year end when it aver- 
aged slightly better than 10,000,000 
tons for eight consecutive weeks. a 
level touched in only four weeks 
since 1930, so the new year is open- 
ing auspiciously. 





Profit Prospects for Aircraft 
Manufacturers 





(Continued from page 569) 


altractive except for the uncertain 
factor injected by Curtiss manufac- 
ture of private and military planes. 


Douglas Aircraft Company 


Outstanding maker of military 
and transport planes. Tremendous 
volume of unfilled orders included 
almost $16,000,000 for Army and 
Navy (November 30) and about 
$9,000,000 commercial. Its trans- 
ports are in use on most of the prin- 
cipal airlines, orders for DC 3 in 1936 
being placed by American Airlines, 
United Airlines, T. W. A., Eastern 
Air and Western Air Express. The 
company has been very conservative 
in charging off development expense, 
and should show a better margin of 
profit in 1937. Even with plant ex- 
tensions and the large volume of un- 
finished business, it appears difficult 
for the company to show enough 
earnings to warrant higher than the 
present price for its stock. 


Lockheed Aircraft Corporation 


At the present time this company 
has no competitor in the two-engine 
small transport field. Plant has been 
expanded and a material increase in 
sales should be experienced in 1937 
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judged by the unfilled orders. Four 
Electras have recently been ordered 
by the British Airways, Polish Na- 
tional Airways, Roumania and Vene- 
mela. There is a definite place for 
the company’s product in feeder lines 
for the main air arteries. Speculative 
possibilities appear good. 


Glenn L. Martin Company 


The last part of a substantial 
Army job—Martin bombers—was 
delivered in 1936. The company has 
been directing its efforts to the for- 
eign field with some success. In 
addition to bombing planes for four 
foreign countries, the company re- 
ceived a Russian Government order 
for a plane of the China Clipper 
type. While the margin of profit on 
foreign business is generally good, 
the uncertainty of the flow of busi- 
ness is an added speculative factor. 
In addition, the company’s unim- 
pressive earnings record prior to the 
last seven months’ statement dis- 
courages commitments. 


Seversky Aircraft Corporation 


The company won an Army order 
lor 77 single seat pursuit planes last 
June, and has produced 2-place 
training planes and amphibian fight- 
ers. Until it establishes some ca- 
pacity for earnings, purchase of the 
stock is an unknown quantity. An 
interesting sidelight is the future of 
the pursuit plane in view of the 
speed and defensive complement of 
present-day bombers. 


United Aircraft Corporation 


Pratt and Whitney engine sales 
are the backbone of this company. 
With Wright, they hold the military 
and transport field for higher power. 
Hamilton Propeller Company is pre- 
sumably a contributor to United’s 
earnings but Chance-Vought and 
Sikorsky are doubtful factors. On a 
tremendous volume of business the 
profit margin is small. Even with 
substantial orders the amount car- 
ried down to net could expand con- 
siderably without showing earnings 
lo warrant a higher than current 
price. 

In summary, it is obvious that the 
leading aircraft manufacturers are 
evidencing a slowly rising profit 
trend, yet the variables in the out- 
look are many, and an advantage 
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hardly won may be so readily lost. 
For those who seek to stake in the 
future of the industry it will prob- 
ably be wisest to select two or three 
likely prospects for distribution of 
the risk. 





Stocks Suggested for Income 
and Price Appreciation 





(Continued from page 573) 


rolled stainless steel strip has ex- 
panded considerably and made im- 
portant contributions to profits. 
Producing a variety of the lighter 
steels, it is not surprising that the 
automobile industry took more than 
half of the company’s output in 
1935. Other consuming outlets in- 
cluded manufacturers of barrels, 
steel drums, electrical refrigerators. 
washing machines, stoves, etc. 
Following a period of five years 
in which losses were shown, the com- 
pany’s operations, since 1934, have 
shown a marked change for the bet- 
ter. Some measure of the extent to 
which earnings have recovered may 


be gained from the fact that profits 


last year were not far short of the 
record-breaking level of 1929. It 
has been estimated that earnings for 
1936 were better than $1,250,000, 
or the equivalent of about $3 a 


share on 368,359 shares of common 
stock. This would compare with 
$2.74 per share earned in 1935. Divi- 
dends were resumed on the common 
stock last year at the rate of 30 
cents quarterly and were augmented 
by a 75-cent extra. 

Last March the company issued 
40,000 shares of $5 convertible pre- 
ferred stock as part of a refinancing 
operation, which also involved the 
sale of $2,000,000 444% convertible 
debentures due 1951. Proceeds from 
the sale of these two issues were 
utilized to retire $5,328,000 514% 
first mortgage bonds due 1948 and 
for other capital purposes. The pre- 
ferred shares are convertible into 
common stock at $35 per share up 
to May 1, 1939, and at progressive- 
ly higher prices until May 1, 1946, 
when the conversion price reaches 
#50 for the common stock. 

The company began 1937 with a 
good backlog of unfilled orders, and 
further, later earnings should more 
fully reflect higher steel prices now 
in effect. While it is hardly to be 
expected that earnings will increase 
with the same degree of rapidity as 
witnessed in 1935 and 1936, prospec- 
tive results for the current year may 
enable the company to show better 
than $4 per share for the com- 
mon stock. Thus, it would appear 
that the shares are undervalued. 
not only in relation to prospective 





New York Curb Exchange 





ISSUES 


Quotations as of Recent Date 


1937 
Price Range 
——————. Recent 

Name and Dividend High Low Price 
Alum. Co. of Amer.. . 173 146 165%, 
Amer. Cyanamid B Ct. 60). . 35% 33 333% 
Amer. Gas & Elec. (1.40).. 4834 39 44 
Amer. Lt. & Tr. (71.20)... 261 21% 245 
Amer. Superpower. . SA 3 2%, 2% 
Assoc. Gas & Elec. "A"... 5% 38 4%, 
Atlas Corp. (.80)......... 17) 16%, 17%, 
Cities Service............. 534 4% 4, 
Cities Service Pfd......... 60 52 553%, 
Colum. G. & E. cv. Pfd. (5) tea 87 88, 
Colum. Oil & Gas ({. yin 1042 8%, 9% 
Commonwealth Edison ( 4). = 11814 132 
Consol. Aircraft.......... TY, 221%, 25% 
Consol. Copper........... tp Ti, 8% 
Consol. Gas Balt. (3.60)... 891% 8614 87 
Creole Petroleum ({.50)... 38 341 37 
Eagle Picher Lead (1.60)... 26 203g 253/44 
Elec. Bond & Share........ 281, 2158 253 
Elec. Bond & rs 4 Pfd. ° 29% 71% 19% 
Ex-Cell-O A. & T. (7.6 2534 1834, 244, 
Ford Mot. of Foy wan ver 28, 22%, 271% 
General Tire & Rubber..... 2514 1834 247g 
Glen Alden Coal ({1)..... 1 13 1314 
Gulf Oil of Pa. Cer ae 631% 573%, 62 
Hudson Bay M. & 35% 3214 331% 
Humble Oil (Hi) SRR TAS 8634 ITM, 861% 


1937-36 
Price Range 
et Recent 
ame and Dividend Hish Low Price 

wae ot!) Ser 21% 21 215 
lron Fireman (1).......... 25% 233%, 24 
Jones & Laughlin......... ie 90% 116% 
Lake Shore Mines ({4).... 58% 56 sey 
Molybdenum............ 11 9%, 1 


Mueller Brass (+1). . 
National Bell Hess. . 






Nationa! Sugar Ref. (2).. i ae 2514 27 
New Jersey Zinc (72)..... es 79 19% 
Newmont Mining ({3.75). . 120 12614 
Niagara Hudson Pwr. (new) 116Ye 161%, 164% 
Niles-Bement-Pond (11). . 51 44, 48 
Pan-Amer. Airways({1)... 7514 593% 68% 
Pantepec Oil............ 9%, 11 1%, 
Pennroad Corp. ({.25)..... 5 4% 4 
Pepperel Mfg. (+6)....... 14734 136 140 
Pitts. Pl. Glass (*.05)...... 147% 125 146 
Sherwin-Williams (4). ..... 152 133 147 
South Penn Oil ({1.50).... 48 44 4614 
aS i eae — 9%, 13% 
United Lt. & Pw. “A”... 113% 8 9% 
UnitedLt. &Pw.cv.Pf.Cl. “AN 15% 60 6814 


* Paid this year. 
t Annual rate— not including extras. 
t Paid last year. 
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earnings, but in comparison with 
the majority of other issues com- 
prising the steel group. Moreover, 
this conclusion would not be mate- 
rially altered, even in the event that 
conversion of preferred shares is done 
on a fairly substantial scale. 


United Engineering & Foundry Co. 


The United Engineering & Foun- 
dry Co. has paid dividends on its 
common stock practically since it 
was organized in 1901. Excellent 
as this record is, it is particularly 
noteworthy in view of the fact that 
the company specializes in the manu- 
facture of heavy steel mill machin- 
ery and equipment, a field in which 
consumer demand is of the “prince 
and pauper” character. Even in 
1932, when the depression was at 
its worst, the company showed a 
net loss of only $340,532, after a 
depreciation allowance of nearly 
$240,000. 

Five plants are operated by the 
company, in which are produced a 
full line of machinery essential in 
the manufacture of structural steel, 
rails, bars, plates, tinplate, etc. The 
company manufactures “United Spe- 
cial” rolls, in addition to standard 
iron, steel, alloy and chilled rolls 
utilized by the steel industry. Re- 
cently it was announced that the 
company has obtained a consider- 
able interest in Davy & United En- 
gineering Co. of Sheffield, England, 
manufacturers of rolling mill equip- 
ment. The latter acquisition may 
well prove a timely one, in view of 
the substantial volume of business 
booked by the company in England 
last year. Recently the company 
also received a large order from 
Japan. 

Beginning 1936 with a volume of 
unfilled orders approximating $10,- 
000,000, the company operated at 
capacity proportions throughout the 
past year. Furthermore, and _ in 
view of the fact that the steel indus- 
try is planning to spend nearly 
$300,000,000 this year in the expan- 
sion of manufacturing facilities, 
United Engineering seems assured 
of sustained operations for some 
time to come. 

The company has no funded debt 
and the 818,216 shares of common 
stock outstanding are preceded by 
only 8,276 shares of 7% preferred 
stock, according to the latest bal- 
ance sheet. The common stock was 
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split two-for-one in 1935. Giving 
effect to the increased number of 
common shares, earnings in the lat- 
ter year were equal to $1.92 per 
share, as compared with 81 cents 
per share in 1934. In the first half 
of last year, net was equivalent to 
$1.55 per share on the common stock 
and it is expected that the com- 
pany’s complete report for 1936 will 
disclose more than $3 per share 
for the common stock. Such earn- 
ings would mark a new high level 
and would compare with the equiva- 
lent of about $2.50 per share earned 
in 1930 when only 416,118 shares 
were outstanding. 

Last year dividends on the com- 
mon stock were increased to 50 cents 
per share quarterly, the third ad- 
vance since the shares were split 
in 1935, and in addition to regular 
dividends, the company paid a “spe- 
cial” dividend of $1.50 per share. 
Starting the current year with a 
substantial volume of orders on its 
books and with the prospect of a 
sizable increase in new business this 
year, the company is in a favored 
industrial position, and the shares. 
at 54, would appear to offer a com- 
mendable opportunity offering both 
increasing income and price. 
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now appear to have passed the point 
of necessity, particularly as con- 
sumption, according to Treasury fig- 
ures, is still behind the pre-Prohibi- 
tion figure. 

Some comfort may be derived 
from the fact that the bulk of 
whisky supplies is concentrated in 
the hands of the stronger units, 
financially able to carry them. 
Whether this fact alone will be suf- 
ficient to prevent “dumping” and 
price cutting remains to be seen. 
Should some effective means be 
found to eliminate bootlegging, the 
complexion of the industry would 
be materially improved for it has 
been reliably estimated that annual 
consumption of illegal spirits still 
amounts to as much as 40,000,000 
gallons. All in all the liquor indus- 
try would appear to have a full 
quota of problems, both economic 


and social, to which must be add 
the evidence of increasing popular 
ity of imported whiskies of the 
Scotch and Canadian blends. Peng 
ing clarification of the outlook 
liquor stocks are one of the leag 
attractive groups. 
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Motor Outlook 
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the tire companies is much improved, 
In the first place, they depend upon’ 
the volume of motor transportation, | 
rather than upon the output of new! 
cars. There is every indication that 
automobile mileage this year will be 
higher than ever. In the second) 
place, the industry shows signs of 
foresaking cutthroat competition and 
for almost a year now conditiong 
have been more stable than in a long’ 
time. Prices were recently raised 67 
per cent and, although this was not! 
enough to cover increased costs, it is” 
a sign that the companies are be 
coming more profit-minded, rather 4¥ 
than concentrating upon volume at) 
any cost. Further price rises are 
expected. De-centralization of man-7 
ufacturing in order to minimize the 
possibility of labor trouble has been? 
a recent feature of the industry and,’ 
although this may mean moderately | 
higher costs, it is probably excellent 
insurance in view of the general labor 
situation. 
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leader arises to merge revolution- 
ary tendencies and conservative pa- 
triotism. President Roosevelt is at7 
this time in America such a man.4 
If he were to draft his conception of 
the New Deal in labor and property} 
relations (which are much the same) | 
and enunciate and support it with 
ali his available vigor, it would 
quickly be accepted by the masses, 
capital, organized labor, and pa- 
triotic individuals. It would soon] 
be law, and law with steel in it. 
Such a law—a law of the good old 
and the good new—would be imi 
tated by the states and adored and/ 
defended by public opinion if ready 
for it. 
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